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CROPS INC. 

NOTIFICATION OF NOTICE AND ACCESS TO SHAREHOLDERS 

AND 

NOTICE OF ANNUAL GENERAL AND SPECIAL MEETING OF SHAREHOLDERS 

NOTICE IS HEREBY GIVEN that an annual general and special meeting (the “Meeting”) of the shareholders of 

CROPS Inc. (the “Company”) will be held at the Company’s office, 200 Burrard Street, Suite 650, Vancouver, British 

Columbia on Thursday, March 18, 2021 at the hour of 10:00 a.m. (local time). 

Shareholders are also hereby notified that the Company is using the notice-and-access provisions (“Notice-and-

Access”) contained in National Instrument 54-101 for the delivery to its shareholders of the proxy materials for the 

Meeting (the “Meeting Materials”), which include the information circular dated January 29, 2021 for the Meeting 

(the “Information Circular”).  Under Notice-and-Access, instead of receiving paper copies of the Meeting Materials, 

shareholders receive this notice to advise them how to either obtain the Meeting Materials electronically or request a 

paper copy of the Meeting Materials.   

Those shareholders with existing instructions on their account to receive paper materials will receive paper copies of 

the Meeting Materials with this Notice.  

Purpose of Meeting 

The Meeting will be held for the following purposes: 

1. to receive the financial statements of the Company for the fiscal period ended December 31, 2019, together 

with the report of the auditors thereon; 

2. to set the number of directors to be elected to the board of directors of the Company at six (for further 

information, please see the section entitled “Particulars of Matters to be Acted Upon – Election of Directors” 

in the Information Circular); 

3. to elect directors of the Company for the ensuing year (for further information, please see the section entitled 

“Particulars of Matters to be Acted Upon – Election of Directors” in the Information Circular); 

4. to appoint the auditor for the ensuing year and to authorize the directors to fix their remuneration (for further 

information, please see the section entitled “Particulars of Matters to be Acted Upon – Appointment and 

Remuneration of Auditors” in the Information Circular); 

5. to approve the Company’s Stock Option Plan (for further information, please see the section entitled 

“Particulars of Matters to be Acted Upon – Stock Option Plan” in the Information Circular); 

6. to approve the acquisition of all issued and outstanding shares of Pick Lake, a wholly owned subsidiary of 

Ophiolite (the “Transaction”) on the terms more fully set out in the Information Circular (for further 

information, please see the section entitled “Particulars of Matters to be Acted Upon – Approval of the 

Transaction” in the Information Circular); 

7. to pass a special resolution approving the continuance of the Company from Yukon to British Columbia (for 

further information, please see the section entitled “Particulars of Matters to be Acted Upon – Continuance 

to British Columbia” in the Information Circular); 

8. to pass a special resolution approving the change of name of the Company to “Metallum Resources Inc.” (for 

further information, please see the section entitled “Particulars of Matters to be Acted Upon – Name Change” 

in the Information Circular); and 
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9. to transact such further and other business as may properly come before the Meeting or any adjournment 

thereof. 

Accessing Meeting Materials Online 

The Meeting Materials are available on the Company’s SEDAR profile located at www.sedar.com and are also 

available on the Company’s website at: www.crop2o5.com/s/Agm.asp. The Meeting Materials will remain on the 

Company’s website for one year following the date of this notice. Shareholders are reminded to access and review all 

of the information contained in the Information Circular and other Meeting Materials before voting. 

Requesting Printed Meeting Materials 

Shareholders may request a paper copy of the Meeting Materials by telephone at any time prior to the Meeting by 

calling toll-free at 1-888-627-9378 (or, for holders outside of North America, 1-604-688-5288). A paper copy will be 

sent to you within three Business Days of receiving your request. To receive the Meeting Materials prior to the proxy 

cut-off for the Meeting, you should make your request prior to March 4, 2021.  

For paper copy requests made on or after the date of the Meeting, all shareholders may call toll-free at 1-888-627-

9378 and a paper copy will be sent to you within 10 calendar days of receiving your request. Shareholders may obtain 

a printed copy of the Meeting Materials at no cost until the date that is one year following the date of this notice. 

Voting of Proxies 

Registered Shareholders 

Registered shareholders will still receive a proxy form enabling them to vote at the Meeting. Such proxy will not be 

valid unless completed, dated and signed form of proxy is received by Computershare Trust Company, 100 University 

Avenue, 8th Floor, Toronto, ON M5J 2Y1, not less than 48 hours (excluding Saturdays, Sundays and holidays) before 

the time for holding the Meeting or any adjournment thereof. 

Non-Registered Shareholders 

Shareholders who hold common shares of the Company beneficially (“Non-Registered Holders”), but registered in 

the name of intermediaries, such as brokers, investment firms, clearing houses and similar entities (“Intermediaries”) 

may receive certain other materials from their Intermediary, such as a voting instruction form to vote their shares. If 

you are a Non-Registered Holder of the Company and receive these materials through your broker or through another 

Intermediary, please complete and return the materials in accordance with the instructions provided to you by your 

broker or other Intermediary. 

Questions 

If you have any questions about Notice-and-Access and the information contained in this notice, you may obtain 

further information by calling the Company toll free at 1-888-627-9378. 

DATED the 29th day of January, 2021 

BY ORDER OF THE BOARD OF DIRECTORS  

Simon Ridgway,  

Chairman of the Board 

http://www.sedar.com/
http://www.crop2o5.com/s/Agm.asp
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INFORMATION CIRCULAR 

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 

This Information Circular contains “forward-looking information” within the meaning of applicable Canadian 

securities laws and which is prospective in nature. Forward-looking information by its nature requires an issuer to 

make assumptions and is subject to inherent risks and uncertainties. Generally, but not always, forward-looking 

information is identifiable by use of the words “continue”, “expect”, “anticipate”, “estimate”, “forecast”, “believe”, 

“intend”, “schedule”, “budget”, “plan” or “project”, or the negative or other variations of these words or comparable 

terminology, or states that certain actions, events or results “may”, “could”, “should”, “would”, “might” or “will” be 

taken, occur or be achieved. In this Information Circular, forward-looking information includes, but is not limited to, 

statements about future financial and operating performance, strategic plans, future operations, cost estimates, 

realization of mineral resources, results of exploration, future work programs, capital expenditures and objectives, 

evolution and economic performance of development projects, timing of exploration and development projects, costs, 

timing and location of future drilling, timing exploration budgets and targets, contractual commitments, environmental 

and reclamation expenses, continuous availability of required manpower, continuous access to capital markets, the 

anticipated use of funds by CROPS as the Resulting Issuer. Certain sections of this Information Circular present 

forward-looking information which assumes that CROPS, Ophiolite and Superior Lake will complete the 

Transaction (defined below). Despite this assumption presented in the forward-looking information, there can 

be no assurance that CROPS, Ophiolite and Superior Lake will complete the Transaction. 

In connection with such forward-looking information, CROPS, Ophiolite and Superior Lake made certain assumptions 

about CROPS as the Resulting Issuer’s business, and the economy and the mineral exploration industry in general, 

and have also assumed that required regulatory approvals, including of the TSXV, are received, all required permits 

or Licenses are obtained and/or renewed, no unusual geological or technical problems occur, no material adverse 

change in the price of zinc occurs and no significant events occur outside of the normal course of business for CROPS, 

Ophiolite, or Pick Lake or CROPS as the Resulting Issuer.  

Readers are cautioned not to place undue reliance on the forward-looking information in this Information Circular, 

because a number of factors, known and unknown, could cause actual results to differ materially from a conclusion, 

forecast or projection contained in the forward-looking information. There can be no assurance that forward-looking 

information will prove to be accurate. The following, among other things, are material factors that could cause actual 

results to differ materially from a conclusion, forecast or projection contained in the forward-looking information in 

this Information Circular: the inability of CROPS, Ophiolite and Superior Lake to meet the conditions necessary to 

complete the Transaction, the inability of CROPS or Pick Lake to obtain, renew or comply with all required permits 

and Licenses, risks normally incidental to exploration and development of mineral properties, uncertainties in the 

interpretation of drill results, the possibility that future exploration, development or mining results will not be 

consistent with expectations, changes in governmental regulation adverse to CROPS as the Resulting Issuer, 

environmental risks, economic uncertainties, the inability of CROPS as the Resulting Issuer to obtain additional 

financing when and as needed, dependence on a small number of key personnel, competition from other mining 

businesses, the future prices of mineral resources and commodities, fluctuation in currency exchange rates and title 

defects and other related matters. Although CROPS, Ophiolite and Superior Lake have attempted to identify material 

factors that could cause actual results to differ materially from a conclusion, forecast or projection contained in the 

forward-looking information, there may be other factors that could cause results to differ from what is anticipated, 

estimated or intended. Those factors are described or referred to below in this Information Circular under “Part IV 

– Risk Factors” and elsewhere herein. 

All forward-looking information contained in this Information Circular is given as of the date of the Information 

Circular unless indicated otherwise. Except as required under Applicable Laws, neither CROPS, Ophiolite nor 

Superior Lake undertakes any obligation to update or revise forward-looking information, whether as a result of new 

information, future events or otherwise. 

GLOSSARY 

Unless the context otherwise provides, the following terms used in this Information Circular have the meanings 

ascribed to them as set forth below. 
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“Affiliate” means an Entity that is affiliated with another Entity as described below:  

An Entity is an “Affiliate” of another Entity if: 

(a) one of them is the subsidiary of the other, or 

(b) each of them is controlled by the same Person.  

An Entity is “controlled” by a Person if: 

(a) voting securities of the Entity are held, other than by way of security only, by or for the benefit of 

that Person, and 

(b) the voting securities, if voted, entitle the Person to elect a majority of the directors of the Entity.  

(c) A Person beneficially owns securities that are beneficially owned by: 

(d) an Entity controlled by that Person, or 

(e) an Affiliate of that Person or an Affiliate of any Entity controlled by that Person; 

“Applicable Laws” means with respect to any person, all laws, statutes, regulations, by-laws, statutory rules, orders, 

ordinances, protocols, codes, guidelines, notices, directions (including Applicable Securities Laws), and terms and 

conditions of any grant of approval, permission, authority or License of any court, governmental authority, statutory 

body or self-regulatory authority, in each case, that is binding upon or applicable to such Person, as amended unless 

expressly specified otherwise; 

“Applicable Securities Laws” means, as applicable, the securities laws, regulations, rules, rulings and orders in 

each of the provinces of Canada, the applicable policy statements issued by the securities regulators in each of the 

provinces and territories of Canada, and the rules of the TSXV, and, if any of the securities of CROPS as the 

Resulting Issuer, are sold to a US Person, the securities laws of the Unites States of America, including United States 

Securities Act of 1933; 

“Arm’s Length Transaction” means a transaction which is not a Related Party Transaction; 

“Associate” when used to indicate a relationship with a Person, means: 

(a) an issuer of which the Person beneficially owns or controls, directly or indirectly, voting securities 

entitling him to more than 10% of the voting rights attached to outstanding securities of the issuer; 

(b) any partner of the Person; 

(c) any trust or estate in which the Person has a substantial beneficial interest or in respect of which a 

Person serves as trustee or in a similar capacity; 

(d) in the case of a Person, a relative of that Person, including: 

(i) that Person’s spouse or child; or 

(ii) any relative of the Person or of his spouse who has the same residence as that Person; 

(e) where the TSXV determines that two Persons shall, or shall not, be deemed to be associates with 

respect to a Member firm, Member corporation or holding company of a Member corporation, then 

such determination shall be determinative of their relationships in the application of Rule D with 

respect to that Member firm, Member corporation or holding company; 
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“ASX” means Australian Securities Exchange; 

“Audit Committee” means the audit committee of the Board; 

“Board” or “Board of Directors” depending on the context, means the board of directors of CROPS or the Resulting 

Issuer as the case may be; 

“Business Day” means any day other than a Saturday, Sunday or statutory or civic holiday in Toronto, Ontario on 

which banks in Toronto, Ontario are open for business and are not required to be closed; 

“Buyer Break Fee” means $125,000; 

“Buyer Material Adverse Change” means any event, change, condition, matter, result or circumstance occurring 

after the date of the RTO Agreement that has, or is reasonably likely to have, individually or in aggregate, a material 

adverse effect on CROPS or its business, properties or assets; 

“Circular” and “Information Circular” mean this management information circular, dated January 29, 2021; 

“Common Share” means either a CROPS Share or a Post-Consolidation Share, as the context requires;  

“Company Material Adverse Change” means any event, change, condition, matter, result or circumstance occurring 

after the date of the RTO Agreement that has, or is reasonably likely to have, individually or in aggregate, a material 

adverse effect on Pick Lake or its business, properties or assets; 

“Completion Cash Payment” means an amount to be paid on closing of the Transaction equal to the sum of 

A$200,000, $500,000, and $25,000; 

“Completion Payment Shares” means 128,920,000 Post-Consolidation Shares; 

“Consolidation” means the consolidation of the CROPS Shares on the basis of ten (10) CROPS Shares for one (1) 

Post-Consolidation Share; 

“Control Person” means any person or company that holds, or is one of a combination of Persons or companies that 

holds, a sufficient number of any of the securities of an issuer so as to affect materially the control of that issuer, or 

that holds more than 20% of the outstanding voting securities of an issuer except where there is evidence showing that 

the holder of those securities does not materially affect the control of the issuer; 

“CROPS” has the meaning ascribed thereto in section titled “Summary of Information Circular – Parties to 

Transaction” hereof; 

“CROPS Shareholder Transaction Resolution” means the resolution to approve the Transaction, on which the 

CROPS Shareholders will be asked to vote at the Meeting and the text of which is provided in section titled “Part II 

– Matters to be Acted Upon at the Meeting – Approval of the Transaction” of this Circular; 

“CROPS Shares” means common shares in the capital of CROPS, prior to giving effect to the Consolidation;  

“Debenture Conversion” means the conversion of all outstanding Debentures issued by CROPS in exchange for the 

issue of 20,960,790 Common Shares; 

“Debentures” has the meaning ascribed thereto in section titled “Summary of Information Circular – The 

Transaction” hereof; 

“Director” means the Director appointed under Part 1 of the YBCA (defined below); 

“End Date” means April 15, 2021 or such other date as agreed upon between CROPS, Superior Lake and Ophiolite; 
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“Entity” unless specifically indicated otherwise, means a corporation, incorporated association or organization, body 

corporate, partnership, trust, association or other entity other than an individual; 

“Escrow Agreement” means the escrow agreement in respect of the Completion Payment Shares between CROPS, 

the Ophiolite and the escrow agent, in the form required by the TSXV; 

“Escrow Release Conditions” has the meaning ascribed thereto in section titled “Summary of Information Circular 

– The Transaction” hereof; 

“Escrowed Securities” has the meaning ascribed thereto in section titled “Summary of Information Circular – The 

Transaction” hereof; 

“Final TSXV Bulletin” means the bulletin which is issued by the TSXV following the closing of the Transaction and 

the submission of all documents required by TSXV Policy 5.2, which evidences the final TSXV acceptance of the 

Transaction; 

“Government Agency” means any government or governmental, administrative, monetary, fiscal or judicial, 

regulatory body including a non-government regulatory body, minister, department, commission, authority, 

instrumentality, board, organization, tribunal, agency or court; 

“Initial Payment” means $25,000 paid on execution of the RTO Agreement; 

“Insider” if used in relation to an issuer, means: 

(a) a director or senior officer of the issuer; 

(b) a director or senior officer of the Entity that is an Insider or subsidiary of the issuer; 

(c) a Person that beneficially owns or controls, directly or indirectly, voting shares carrying more than 

10% of the voting rights attached to all outstanding voting shares of the issuer; or 

(d) the issuer itself if it holds any of its own securities; 

“Licenses” means any license, permit, authorization, approval or other evidence of authority issued or granted, 

conferred upon, or otherwise created, in relation to the Tenements by any Government Agency; 

“MD&A” means Management’s Discussion and Analysis; 

“NI 43-101” means National Instrument 43-101 –Standards of Disclosure for Mineral Projects, as amended; 

“NI 52-110” means National Instrument 52-110 – Audit Committees; 

“Non-Registered Holders” means a Shareholder who holds their Common Shares through a broker, intermediary, 

trustee or other person, or who otherwise does not hold their Common Shares in their own name; 

“Ophiolite” means Ophiolite Holdings Pty Limited, and has the meaning ascribed thereto in section titled “Summary 

of Information Circular – Parties” hereof; 

“Orebot” means Orebot, Inc.; 

“Person” means an Entity or an individual; 

“Pick Lake” means Pick Lake Mining Limited, a wholly owned subsidiary of Ophiolite; 
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“Pick Lake Option Agreement” means the option agreement dated August 12, 2016 between Ophiolite Consultants 

Pty Limited and Orebot, as amended; 

“Pick Lake Property” means certain mining claims and leases as more particularly described in Schedule “A” to the 

Pick Lake Option Agreement; 

“Post-Consolidation Share” means a common share of CROPS that will be issued following completion of the 

Consolidation on the basis of one Post-Consolidation Share for each ten (10) pre-Consolidation CROPS Shares; 

“Private Placement” means private placement of 33,000,000 Subscription Receipts at $0.10 per Subscription Receipt 

for total gross proceeds of approximately $3,300,000; 

“Record Date” means the record date to received notice of, and to vote at, the Meeting or any adjournments or 

postponements thereof. The Record Date is February 1, 2021; 

“Related Party Transaction” has the meaning ascribed to such term in TSXV Policy 5.9 - “Protection of Minority 

Security Holders in Special Transactions” and includes a related party transaction that is deemed by the TSXV to be 

a Related Party Transaction. The TSXV may deem a transaction to be a Related Party Transaction where the 

transaction involves Non-Arm’s Length Parties, or other circumstances exist which may compromise the 

independence of the issuer with respect to the transaction; 

“Resulting Issuer” means CROPS upon completion of the Transaction, and as described in this Information Circular, 

the Resulting Issuer will be a mineral exploration company named “Metallum Resources Inc.”; 

“Resulting Issuer Shares” means the Post-Consolidation Shares in the capital of the Resulting Issuer;  

“RTO” means ‘reverse take-over’ as that term is defined in the RTO Policy; 

“RTO Agreement” means the share sale agreement dated September 9, 2020, as amended from time to time, among 

CROPS, Ophiolite and Superior Lake, setting out the terms of the Transaction and made available on CROPS’ SEDAR 

profile; 

“RTO Policy” means TSXV Policy 5.2 – Changes of Business and Reverse Takeovers; 

“Sale Shares” has the meaning ascribed thereto in section titled “Summary of Information Circular – Aggregate 

consideration and assets acquired pursuant to the Transaction”; 

“SEDAR” means System for Electronic Document Analysis and Retrieval and located on the Internet at 

www.sedar.com; 

“Seller Break Fee” means $150,000; 

“Seller Representations and Warranties” means the representations and warranties of Ophiolite and Superior Lake 

detailed in the RTO Agreement; 

“Shareholder” means a holder of Common Shares; 

“Special Resolution” means a resolution passed by 66 2/3 % of the votes cast at a meeting of CROPS Shareholders; 

“Stock Option Plan” means the stock option plan of CROPS; 

“Subscription Agreement” has the meaning ascribed thereto in section titled “Summary of Information Circular – 

The Transaction” hereof; 



 

- 6 - 
 

“Subscription Receipt” means a subscription receipt of CROPS issued pursuant to the Private Placement and which 

will be deemed upon the completion of the conditions precedent in the RTO Agreement to be converted at no 

additional cost to the holder of the Subscription Receipt into a CROPS Share; 

“Superior Group” means, collectively, Superior Lake and each of its subsidiaries; 

“Superior Lake” means Superior Lake Resources Limited, and has the meaning ascribed thereto in section titled 

“Summary of Information Circular – Parties” hereof; 

“Superior Lake Project” means the Pick Lake Property, the Winston Lake Property and the Tenements located in 

the Province of Ontario, as described more fully in the RTO Agreement; 

“Superior Restructure” has the meaning ascribed thereto in section titled “Information Concerning Pick Lake – 

History”; 

“Surplus Securities Shares” has the meaning ascribed thereto in section titled “Part VII – Information Concerning 

the Resulting Issuer – Escrowed Securities”; 

“Surplus Security Escrow Agreement” has the meaning ascribed thereto in section titled “Part VII – Information 

Concerning the Resulting Issuer – Escrowed Securities”; 

“Technical Report” means the NI 43-101 technical report on the Superior Lake Project entitled “Amended and 

Restated NI 43-101 Technical Report on the Mineral Resource Estimation of the Pick Lake and Winston Lake 

Properties, Ontario, Canada” prepared by Marat Abzalov and with an effective date of October 15, 2020; 

“Tenements” means the tenements listed in Schedule 1 – Tenements appended to the RTO Agreement made available 

on CROPS’ SEDAR profile at www.sedar.com; 

“Transaction” means the transaction pursuant to which CROPS will acquire all of the issued and outstanding common 

shares of Pick Lake Mining Limited, which will hold, after completion of the Superior Restructure, a 100% interest 

in the Superior Lake Project subject to the exercise of the Winston Lake Option; 

“TSXV” means the TSX Venture Exchange Inc.; 

“TSXV Approval” means conditional approval of the Transaction, and the transactions contemplated under the RTO 

Agreement; 

“TSXV Final Bulletin” means the TSXV bulletin that evidences the TSXV’s final acceptance of the Transaction; 

“TSXV Policy 5.4” means TSXV Policy 5.4 - “Escrow, Vendor Consideration and Resale Restrictions” of the TSXV’s 

Corporate Finance Manual; 

“U.S. Person” has the meaning given to such term in Rule 902(k) of Regulation S under the United States Securities 

Act of 1933, as amended; 

“Winston Lake Assignment Agreement” means the Deed of Novation between Ophiolite, Pick Lake and First 

Quantum Minerals Ltd. with respect to the Winston Lake Option Agreement; 

“Winston Lake Extension Payment” means $50,000 payable to First Quantum Minerals Ltd. prior to February 9, 

2021, in accordance with Section 2 of the Winston Lake Option Agreement; 

“Winston Lake Option” means the option to acquire the Winston Lake Property in accordance with the terms of the 

Winston Lake Option Agreement; 
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“Winston Lake Option Agreement” means the option agreement dated February 9, 2018 between Ophiolite and 

First Quantum Minerals Ltd.;  

“Winston Lake Property” means certain mining claims and leases as more particularly described in Schedule “A” 

to the Winston Lake Option Agreement; and 

“YBCA” means the Business Corporations Act (Yukon), as the same has been and may hereafter from time to time 

be amended. 

Words importing the singular number only include the plural and vice versa, and words importing any gender include 

all genders. 

Unless otherwise stated, all dollar amounts in this Circular are in Canadian dollars. References to “A$” in this 

Information Circular refer to Australian dollars. 
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SUMMARY 

The following is a summary of information relating to CROPS, Pick Lake, Superior Lake, Ophiolite and the Resulting 

Issuer (assuming completion of the Transaction), and should be read together with the more detailed information and 

financial data and statements contained elsewhere in this Information Circular. 

This Information Circular has been prepared in accordance with the RTO Policy and TSXV Form 3D1 - “Information 

Required in an Information Circular for a Reverse Takeover or Change of Business” in connection with the 

Transaction. 

Time, Date and Place of Meeting and Items of Business to be Considered at the Meeting 

The Meeting will be held at the Company’s office, 200 Burrard Street, Suite 650, Vancouver, British Columbia, on 

Thursday March 18, 2021 at 10:00 a.m. and at any continuation thereof after an adjournment. 

The business to be considered at the Meeting is: 

1. to receive the consolidated financial statements of CROPS for the year ended December 31, 2019;  

2. to set the number of Directors at six; 

3. to elect Directors; 

4. to appoint the auditor and to authorize the Directors to fix the auditor’s remuneration; 

5. to approve the Stock Option Plan;  

6. to approve the Transaction; 

7. to approve the continuance of CROPS from Yukon to British Columbia;  

8. to approve the change of name of CROPS to “Metallum Resources Inc.”; and 

9. to transact other business as may properly come before the Meeting. 

For a detailed description of these matters refer to section titled “Part II – Matters to be Acted Upon at the Meeting” 

hereof; 

Parties to Transaction 

CROPS Inc. (“CROPS”) is a Canadian listed junior resource company focused primarily on the acquisition and 

exploration of mineral properties. CROPS is a company governed under the laws of Yukon intending to continue into 

British Columbia immediately prior to the completion of the Transaction. CROPS is a reporting issuer in the Provinces 

of British Columbia and Alberta, and its Common Shares are listed on the TSXV under the symbol “COPS”. For 

additional information about CROPS, please see “Part V – Information Concerning CROPS Inc.” 

Ophiolite Holdings Pty Ltd (“Ophiolite”) is a company existing under the laws of Australia and a subsidiary of 

Superior Lake, an ASX-listed Australian company. 

Pick Lake Mining Limited (“Pick Lake”) is a company existing under the Companies Act (Nova Scotia) and was 

formed on August 22, 2019. The authorized share capital of Pick Lake consists of an unlimited number of common 

shares without par value and without special rights or restrictions attached. As of the date hereof, there are 10 common 

shares of Pick Lake issued and outstanding, each of which carries the right to one vote. Upon completion of the 

Superior Restructure, Pick Lake will hold legal and beneficial title to the Superior Lake Project, subject to the exercise 
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of the Winston Lake Option and certain other mining claims where legal title will remain, in trust, with Ophiolite. For 

additional information about Pick Lake, please see Part VI – Information Concerning Pick Lake. 

Superior Lake is a mineral exploration and development company existing under the laws of Australia and publicly 

traded on the ASX.  

Matters Prior to Closing of Transaction  

Under the terms of the RTO Agreement, the following will occur prior to completion of the Transaction, all as more 

particularly described in the Information Circular below:  

• CROPS will conduct the Private Placement of 33,000,000 Subscription Receipts at a price of $0.10 per 

Subscription Receipt for gross proceeds of approximately $3,300,000. The Subscription Receipts will 

be issued pursuant to the terms of a subscription agreement (each, a “Subscription Agreement”) 

between CROPS and each prospective investor. The gross proceeds of the Offering (the “Escrowed 

Proceeds”) will be held in escrow on behalf of the subscribers by CROPS. The Escrowed Proceeds will 

be released to CROPS from escrow upon the satisfaction of certain escrow conditions (the “Escrow 

Release Conditions”) provided in the Subscription Agreements. As per the terms of the Subscription 

Agreements and conditional on the satisfaction of the Escrow Release Conditions, each Subscription 

Receipt will be automatically converted into one Post-Consolidation Share immediately prior to closing 

of the Transaction. 

• Superior Lake will complete the Superior Restructure, subject to certain claims remaining in trust with 

Ophiolite. 

• CROPS will seek and obtain Shareholder approval for the Transaction, amongst other things, at the 

Meeting. 

• Superior Lake will seek and obtain shareholder approval for the Transaction at a meeting of Superior 

Lake’s shareholders pursuant to applicable listing rules of the ASX. (Complete) 

• CROPS will complete the Consolidation of its CROPS Shares on the basis of ten CROPS Shares for 

every one Post-Consolidation Shares. 

• CROPS will complete the Debenture Conversion whereby it settles the full amount owing of its existing 

debentures (the “Debentures”) totaling $5,377,314, at a reduced post-Consolidation conversion price of 

$0.26, by issuing an aggregate of 20,960,790 Post-Consolidation Shares to the Debenture holders. 

• CROPS will pay an advisory fee in connection with the Transaction of $320,000 to Sprott Capital 

Partners LP payable by the issuance of 3,200,000 Post-Consolidation Shares (the “Advisory Fee 

Shares”).  

In addition to the above, the following is intended to occur prior to completion of the Transaction: 

• CROPS will continue out of Yukon and become a company existing under the laws of the province of 

British Columbia. 

• CROPS will change its name to “Metallum Resources Inc.” 

Aggregate Consideration and Assets Acquired Pursuant to the Transaction 

Upon closing of the Transaction, Ophiolite will transfer 100% of the issued and outstanding shares of Pick Lake (the 

“Sale Shares”) to CROPS. In consideration for the Sale Shares, CROPS: 
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• paid to Ophiolite the Initial Payment upon signing the RTO Agreement; and 

• will pay the Completion Cash Payment and issue the Completion Payment Shares to Ophiolite upon 

closing of the Transaction. 

Consolidation 

Background to and Reasons for the Consolidation  

The current share structure of CROPS makes it difficult for CROPS to attract the additional equity financing required 

to maintain CROPS and fund its exploration and development projects. A share consolidation may have the effect of 

raising, on a proportionate basis, the price of the Common Shares, which would appeal to certain investors that find 

shares valued above certain prices to be more attractive from an investment perspective. Accordingly, the Board 

believes that it is in the best interests of CROPS to complete the Consolidation and thereby reduce the number of 

Common Shares on a 10-to-1 basis.   

The principal effects of the Consolidation will be that the number of Common Shares issued and outstanding will be 

reduced from 69,890,620 pre-Consolidation CROPS Shares to approximately 6,989,062 Post-Consolidation Shares 

immediately prior to the issuance of 128,920,000 Completion Payment Shares to Ophiolite as part of the Transaction, 

the issuance of 20,960,790 Post-Consolidation Shares pursuant to the Debenture Conversion, the conversion of 

33,000,000 Subscription Receipts into an equal number of Post-Consolidation Shares, and the issuance of the Advisory 

Fee Shares, resulting in 193,069,852 issued and outstanding Post-Consolidation Shares.  

The implementation of the Consolidation alone would not affect the total Shareholders’ equity of CROPS or any 

components of Shareholders’ equity as reflected on CROPS’ financial statements except to change the number of 

issued and outstanding CROPS Shares. 

The exercise or conversion price and the number of Common Shares issuable under any outstanding convertible 

securities of CROPS, including outstanding stock options, will be adjusted in accordance with their respective terms 

on the same basis as the Consolidation. 

Shareholders will be notified of the Consolidation and registered Shareholders will receive a letter of transmittal 

containing instructions for exchange of their current share certificates for Post-Consolidation Share certificates.  

Following a vote by the Board to implement the Consolidation and name change to “Metallum Resources Inc.” and 

receipt of TSXV approval of the Consolidation and name change, CROPS will file articles of amendment with the 

Director under the YBCA to amend CROPS’ articles of incorporation.  

Conditions to Completion of the Transaction 

Completion of the Transaction is conditional on the satisfaction of the following conditions:  

• receipt of CROPS and Superior Lake shareholder approval; 

• CROPS, Ophiolite and Superior Lake, as applicable, having obtained all regulatory consents and 

approvals which are necessary for the Transaction, including all approvals required from the ASX and 

the TSXV; 

• the issue by CROPS of the Subscription Receipts pursuant to the Private Placement, the proceeds of 

which shall be held in escrow until completion of the Transaction;  

• receipt of TSXV approval that the Completion Payment Shares will be listed for trading following 

completion of the Transaction; subject to customary conditions;  
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• no Buyer Material Adverse Change has occurred; 

• no Company Material Adverse Change has occurred; 

• the Superior Restructure having been completed; 

• CROPS having completed the Consolidation; and 

• CROPS having completed the Debenture Conversion.   

For a more detailed description of the terms and conditions set out in the RTO Agreement please see section titled 

“Part III – Information Concerning the Transaction” hereof. 

Private Placement of Subscription Receipts 

Concurrently with pursuing the Transaction, CROPS is conducting a non-brokered Private Placement of Subscription 

Receipts at a purchase price of $0.10 per Subscription Receipt, for gross proceeds of approximately $3,300,000. The 

Subscription Receipts will convert into Post-Consolidation Shares upon satisfaction of the conditions to completion 

of the Transaction. The funds received from the Private Placement will be held in escrow by CROPS and the funds 

will be released immediately prior to closing of the Transaction.  

Interest of Insiders, Promoters and Control Persons 

Except as disclosed as follows, no insider, promoter or control person of CROPS, including their respective associates 

and affiliates, has an interest in the Transaction. Sprott Capital Partners LP will receive an advisory fee in connection 

with the Transaction of $320,000 payable by the issuance of Common Shares upon closing of the Transaction. Sprott 

Capital Partners LP is part of a group of Sprott Inc. entities which controls approximately 10% of CROPS’ currently 

outstanding shares. On closing, CROPS will issue to Ophiolite the Completion Payment Shares, and Ophiolite will 

hold 128,920,000 Post-Consolidation Shares, representing approximately 66.8% of the outstanding Resulting Issuer 

Shares. 

Directors and Officers of the Resulting Issuer 

Upon or prior to completion of the Transaction, Kerem Usenmez and David Laing will be appointed as Directors of 

CROPS, and Mario Szotlender will step down as a Director, so that the Board will be comprised of Kerem Usenmez, 

David Laing, Simon Ridgway, Gordon Tainton, David Cass, Ralph Rushton and Tim Osler. 

Kerem Usenmez was appointed as President and CEO of CROPS on January 29, 2021.  Mr. Ridgway will continue 

as Chairman of the Board. No further changes to the current management of CROPS are expected. 

Business of the Resulting Issuer 

Following the closing of the Transaction, the principal business of CROPS as the Resulting Issuer will be mineral 

exploration and development, including the exploration and development of the Superior Lake Project.  

Arm’s Length Party Transaction 

Prior to completion of the Transaction, the Superior Group are at arm’s length to CROPS, and none of the directors 

or officers of CROPS are directors, officers or shareholders of the Superior Group. 
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Available Funds and Principal Purposes  

Available Funds 

As at December 31, 2020, CROPS had an estimated working capital deficiency of $6,383,608 (which includes 

$5,210,160 in convertible debenture liabilities to be settled by the Debenture Conversion). The funds available to 

CROPS as the Resulting Issuer after giving effect to the Transaction and the Private Placement is estimated to be 

approximately $3,190,000, being the estimated net proceeds of the Private Placement.  

Principal Purposes of Funds 

The funds available to CROPS, following completion of the Transaction and concurrent Private Placement, will be 

used to make the Completion Cash Payment, to cover the costs of the Transaction, to fund an evaluation of the 

development program for the Superior Lake Project, and for general working capital purposes.  

Selected Unaudited Pro Forma Consolidated Financial Information for the Resulting Issuer 

The following table sets out selected pro forma consolidated statement of financial position data for the Resulting 

Issuer as at September 30, 2020 (Unaudited - Expressed in Canadian Dollars):  

 
As at September 30, 2020 

(Unaudited, Expressed in  

Canadian Dollars): 

Assets   
Total current assets $2,327,488 

Total non-current assets $14,421,182 

Total assets $16,748,670 

Liabilities   
Total current liabilities $981,144 

Total non-current liabilities $284,705 

Total liabilities $1,265,849 

Shareholders’ Equity   
Shares $60,925,117 

Other equity reserve $3,265,301 

Accumulated comprehensive income $152,953 

Deficit ($48,879,233) 

Total shareholders’ equity $15,482,821 

Total liabilities and shareholders’ equity $16,748,670 

For a more detailed presentation, please see Schedule “C” – Pro Forma Consolidated Financial Information of the 

Resulting Issuer. 

Public Market for Securities of CROPS 

CROPS Shares are presently listed on the TSXV under the symbol “COPS”. Upon completion of the Transaction, 

CROPS will change its name to “Metallum Resources Inc”, and its Common Shares will be listed on the TSXV. 

There is no public market for Pick Lake’s securities. For additional information about Pick Lake, please see “Part VI 

– Information Concerning Pick Lake”. 

Trading Price 

On September 8, 2020, the date immediately preceding the announcement of the Transaction, the closing market price 

of CROPS Shares was $0.01. Upon announcing the Transaction in a news release published on September 9, 2020, 
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and a copy of which is available on CROPS’ profile on SEDAR, CROPS Shares were halted from trading, pending 

approval of the Transaction by the TSXV. As at the date of this Information Circular, the CROPS Shares remained 

halted.  

Sponsorship  

The TSX-V has waived the requirement for a sponsor in connection with the Transaction. 

Conflicts of Interest 

Conflicts of interest may arise as a result of the Directors and officers of CROPS holding positions as directors or 

officers of other companies. Some of the directors and officers have been and will continue to be engaged in the 

identification and evaluation of assets and businesses, with a view to potential acquisition of interests in businesses 

and companies on their own behalf and on behalf of other companies, and situations may arise where the directors and 

officers will be in direct competition with CROPS. Conflicts, if any, will be subject to the procedures and remedies 

under the YBCA prior to CROPS’ continuation into British Columbia, and to the BCBCA after CROPS’ continuation 

into British Columbia, or other applicable corporate legislation. For a list of public companies in which proposed 

directors, officers or promoters of CROPS hold management position or serve as directors, please see section “Part 

VII – Information Concerning the Resulting Issuer – Conflicts of Interest - Other Reporting Issuer Experience” below. 

Summary of Risk Factors 

AN INVESTMENT IN SECURITIES OF CROPS FOLLOWING THE COMPLETION OF THE TRANSACTION 

IS HIGHLY SPECULATIVE AND INVOLVES A HIGH DEGREE OF RISK AND SHOULD BE MADE ONLY 

BY INVESTORS WHO CAN AFFORD TO LOSE THEIR ENTIRE INVESTMENT. 

An investment in a mineral exploration company such as CROPS involves a significant degree of risk, including risks 

related to cash flow and liquidity, the ongoing need for financing, a volatile stock price, uncertainty related to the price 

of zinc or other metals, speculative nature of resource and reserves estimates, operational risks and costs, regulatory 

matters and environmental legislation, regulatory delays, and competition for key personnel. CROPS Shareholders 

should consider that CROPS may not realize the anticipated benefits of the Transaction. For a comprehensive 

discussion of the risk factors relating to CROPS and the Transaction, see “Part IV – Risk Factors”. 

Conditional Listing Approval 

On January 6, 2021, the TSXV conditionally accepted the Transaction subject to CROPS fulfilling all of the 

requirements of the TSXV.  
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PART I – PROXY RELATED INFORMATION 

Proxies  

Notice-and-Access Process  

CROPS has elected to use the notice-and-access provisions (“Notice-and-Access”) of National Instrument 54-101 for 

distribution of this Information Circular, form of proxy (“Proxy”) and other meeting materials (together, the “Meeting 

Materials”) to registered Shareholders and Non-Registered Holders of CROPS.  

Under Notice-and-Access, rather than CROPS mailing paper copies of the Meeting Materials to Shareholders, the 

Meeting Materials can be accessed online on CROPS’ SEDAR profile at www.sedar.com or on CROPS’ website at 

www.crop2o5.com/s/Agm.asp. CROPS has adopted this alternative means of delivery for the Meeting Materials in 

order to reduce paper use and the printing and mailing costs.  

Shareholders will receive a “notice package” (the “Notice-and-Access Notification”) by prepaid mail, with details 

regarding the Meeting date, location and purpose, and information on how to access the Meeting Materials online or 

request a paper copy.   

Shareholders will not receive a paper copy of the Meeting Materials unless they contact CROPS at the toll-free number 

as set out in the Notice of the Meeting.  Provided the request is made prior to the Meeting, CROPS will mail the 

requested materials within three Business Days.  Requests for paper copies of the Meeting Materials should be 

made by March 4, 2021 in order to receive the Meeting Materials in time to vote before the Meeting.  

Shareholders with questions about Notice-and-Access may contact CROPS toll-free at 1-888-627-9378.    

Solicitation and Deposit of Proxies  

While it is expected that the solicitation of Proxies will be primarily by Notice-and-Access and mail, Proxies may be 

solicited personally or by telephone by the directors and regular employees of CROPS.  All costs of solicitation will 

be borne by CROPS.  CROPS has arranged for Intermediaries to forward the Notice-and-Access Notification to Non-

Registered Holders of Common Shares held as of record by those Intermediaries and CROPS may reimburse the 

Intermediaries for their reasonable fees and disbursements in that regard.  

The individuals named in the Proxy are directors or officers of CROPS.  A Shareholder wishing to appoint some 

other person (who need not be a Shareholder) to represent the Shareholder at the Meeting has the right to do 

so, either by inserting such Person’s name in the blank space provided in the Proxy and striking out the printed 

names or by completing another form of proxy.  The Proxy will not be valid unless the completed, dated and 

signed form of proxy is received by Computershare Trust Company of Canada, 8th Floor, 100 University 

Avenue, Toronto, ON M5J 2Y1, not less than 48 hours (excluding Saturdays, Sundays and holidays) before 

holding the Meeting or any adjournment thereof.  

Non-Registered Holders  

Only registered holders of Common Shares or the Persons they appoint as their proxyholders are permitted to vote at 

the Meeting.  In many cases, however, Common Shares beneficially owned by a Non-Registered Holder are registered 

either:  

(a) in the name of an Intermediary that the Non-Registered Holder deals with in respect of the shares.  

Intermediaries include banks, trust companies, securities dealers or brokers, and trustees or 

administrators of self-administered RRSPs, RRIFs, RESPs and similar plans, or  

(b) in the name of a clearing agency, such as The Canadian Depository for Securities Limited, of which 

the Intermediary is a participant.  
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In accordance with the requirements of NI 54-101, CROPS will distribute the Notice-and-Access Notification to 

Intermediaries and clearing agencies for onward distribution to Non-Registered Holders.  CROPS does not intend to 

pay Intermediaries to forward the Notice-and-Access Notification if the Non-Registered Holders have provided 

instructions to their Intermediary that they object to the Intermediary disclosing ownership information about the Non-

Registered Holders.  In this case, such Non-Registered Holder will not receive the Meeting Materials if the 

Intermediary does not assume the cost of delivery.  

Intermediaries are required to forward the Meeting Materials to Non-Registered Holders unless a Non-Registered 

Holder has waived the right to receive Meeting Materials.  Intermediaries often use service companies to forward the 

Meeting Materials to Non-Registered Holders.  Generally, Non-Registered Holders who have not waived the right to 

receive Meeting Materials will be sent a voting instruction form which must be completed, signed and returned by the 

Non-Registered Holder in accordance with the Intermediary’s directions on the voting instruction form.  In some 

cases, such Non-Registered Holders will instead be given a Proxy which has already been signed by the Intermediary 

(typically by a facsimile, stamped signature) which is restricted as to the number of Common Shares beneficially 

owned by the Non-Registered Holder but which is otherwise not completed.  This form of proxy does not need to be 

signed by the Non-Registered Holder, but, to be used at the Meeting, needs to be properly completed and deposited 

with Computershare as described under “Solicitation and Deposit of Proxies” above.  

The purpose of these procedures is to permit Non-Registered Holders to direct the voting of the Common Shares that 

they beneficially own.  Should a Non-Registered Holder wish to attend and vote at the Meeting in Person (or have 

another Person attend and vote on behalf of the Non-Registered Holder), the Non-Registered Holder should strike out 

the names of the Persons named in the Proxy and insert the Non-Registered Holder’s (or such other person’s) name 

in the blank space provided or, in the case of a voting instruction form, follow the corresponding instructions on the 

form.  

Non-Registered Holders should carefully follow the instructions of their Intermediaries and their service 

companies, including instructions regarding when and where the voting instruction form or Proxy form is to 

be delivered.  

Voting of Proxies  

CROPS Shares represented by any properly executed Proxy will be voted or withheld from voting on any ballot that 

may be called for in accordance with the instructions given by the Shareholder.  In the absence of such direction, 

such Common Shares will be voted in favour of the matters set forth herein.  

The Proxy, when properly completed and delivered and not revoked confers discretionary authority upon the Person 

appointed proxy thereunder to vote with respect to amendments or variations of matters identified in the Notice of the 

Meeting, and with respect to other matters which may properly come before the Meeting. In the event that amendments 

or variations to matters identified in the Notice of the Meeting are properly brought before the Meeting or any further 

or other business is properly brought before the Meeting, it is the intention of the Persons designated in the Proxy to 

vote in accordance with their best judgment on such matters or business.  As at the date hereof, the management of 

CROPS knows of no such amendment, variation or other matter that may be come before the Meeting.  

Revocation of Proxies  

A Shareholder who has given a Proxy may revoke it by an instrument in writing executed by the Shareholder or by 

his attorney authorized in writing or, where the Shareholder is a corporation, by a duly authorized officer or attorney 

of the corporation, and delivered either to the records office of CROPS, 200 Burrard Street, Suite 650, Vancouver, 

BC, V6C 3L6, at any time up to and including the Proxy deadline, or if adjourned, any reconvening thereof, or to the 

Chairman of the Meeting on the day of the Meeting or, if adjourned, any reconvening thereof or in any other manner 

provided by law.  A revocation of a Proxy does not affect any matter on which a vote has been taken prior to the 

revocation.  
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Voting Securities and Principal Holders Thereof  

As at the date hereof, CROPS has issued and outstanding 69,890,620 fully paid and non-assessable Common Shares, 

each share carrying the right to one vote. CROPS has no other classes of voting securities. 

Holders of CROPS Shares as at the Record Date of February 1, 2021 who either personally attend the Meeting or who 

have completed and delivered a Proxy or voter information form in the manner and subject to the provisions described 

above shall be entitled to vote or to have their shares voted at the Meeting.  

To the knowledge of the directors and senior officers of CROPS, no Person or company beneficially owns, directly or 

indirectly, or exercises control or direction over shares carrying more than 10% of the voting rights attached to all 

outstanding CROPS Shares other than as set out below:  

Name Number of Common Shares Percentage 

Sprott Inc. 7,219,072 10.30% 

Additional Information 

Additional information relating to CROPS is available for viewing at www.sedar.com.  Financial information is 

provided in CROPS’ financial statements and accompanying management’s discussion and analysis for the fiscal year 

ended December 31, 2019.  Copies of financial statements and accompanying MD&A may be obtained by contacting 

CROPS, attention Corporate Secretary, at 200 Burrard Street, Suite 650, Vancouver, BC V6C 3L6 (Tel: 604-688-

5288; Fax: 604-682-1514). 

PART II – MATTERS TO BE ACTED UPON AT THE MEETING 

To the knowledge of the Board, the only matters to be brought before the Meeting are those matters set forth in the 

accompanying Notice of the Meeting, as more particularly described as follows: 

Audit Report, Financial Statements & Management’s Discussion & Analysis 

The Board has approved the consolidated financial statements of CROPS and the auditors’ report thereon for the 

financial year ended December 31, 2019 which will be presented at the Meeting. No approval or other action needs to 

be taken at the Meeting in respect of these documents.  

Number of Directors 

The Board presently consists of six directors and CROPS intends to set the number of Directors at six and to elect six 

directors at the Meeting. 

Election of Directors   

The Persons named below will be presented for election at the Meeting as management’s nominees and the Persons 

named in the accompanying form of proxy intend to vote for the election of these nominees.  Management does not 

contemplate that any of these nominees will be unable to serve as a Director.  Each Director elected will hold office 

until the next annual general meeting of CROPS or until his successor is elected or appointed, unless his office is 

earlier vacated in accordance with the Articles of CROPS, or with the provisions of the British Columbia Business 

Corporations Act. 

The following table sets out the names of the nominees for election as directors, where each is ordinarily resident, all 

offices of CROPS now held by them, their principal occupations, the period of time for which each has been a director 

of CROPS, and the number of CROPS Shares or any of its subsidiaries beneficially owned by each, directly or 

indirectly, or over which control or direction is exercised, as at the date hereof. 
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Name, Position and 

Residency(1) Principal Occupation(1) Period as Director 

No. of Common 

Shares(1) 

Simon Ridgway 

Director, Chairman & CEO 

British Columbia, Canada 

CEO of CROPS and Volcanic 

Gold Mines Inc. (mineral 

exploration); Chairman of 

Fortuna Silver Mines Inc. 

(mining). 

November 5, 1996 to present 5,502,812 

Mario Szotlender(2)  

Director 

Caracas, Venezuela 

Independent Consultant; 

Director of public mining or 

mineral exploration companies. 

May 30, 1995  to present 4,177,428 

Gordon Tainton 

Director  

Switzerland 

Non-Executive Director of 

Northern Lights Resources Corp. 

January 25, 2017 to present 1,058,333 

David Cass(2)  

Director  

British Columbia, Canada 

Vice-President of Exploration of 

Bluestone Resources Inc. 

(mineral exploration). 

December 17, 2008 to 

present 

449,508 

Ralph Rushton 

Director  

British Columbia, Canada 

President & CEO of Aftermath 

Silver Ltd. (mineral 

exploration). 

December 18, 2013 to 

present 

234,425 

Tim Osler(2) 

Director  

British Columbia, Canada 

Retired May 30, 1995 to present 50,427 

Notes:  

(1) The information as to residency, principal occupation, and shares beneficially owned is not within the knowledge of the management of 
CROPS and has been furnished by the respective nominees. 

(2) Member of the Audit Committee. 

Except as stated below, to the knowledge of CROPS, no proposed director: 

(a) is, as at the date of the Circular, or has been, within 10 years before the date of the Circular, a 

director, chief executive officer (“CEO”) or chief financial officer (“CFO”) of any company 

(including CROPS) that: 

(i) was the subject, while the proposed director was acting in the capacity as director, CEO or 

CFO of such company, of a cease trade or similar order or an order that denied the relevant 

company access to any exemption under securities legislation, that was in effect for a 

period of more than 30 consecutive days; or  

(ii) was subject to a cease trade or similar order or an order that denied the relevant company 

access to any exemption under securities legislation, that was in effect for a period of more 

than 30 consecutive days, that was issued after the proposed director ceased to be a director, 

CEO or CFO but which resulted from an event that occurred while the proposed director 

was acting in the capacity as director, CEO or CFO of such company; or  

(b) is, as at the date of this Circular, or has been within 10 years before the date of the Circular, a director 

or executive officer of any company (including CROPS) that, while that Person was acting in that 

capacity, or within a year of that Person ceasing to act in that capacity, became bankrupt, made a 

proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted 

any proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or 

trustee appointed to hold its assets; or 

(c) has, within the 10 years before the date of this Circular, become bankrupt, made a proposal under 

any legislation relating to bankruptcy or insolvency, or become subject to or instituted any 

proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or 

trustee appointed to hold the assets of the proposed director; or 
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(d) has been subject to any penalties or sanctions imposed by a court relating to securities legislation or 

by a securities regulatory authority or has entered into a settlement agreement with a securities 

regulatory authority; or  

(e) has been subject to any penalties or sanctions imposed by a court or regulatory body that would 

likely be considered important to a reasonable Shareholder in deciding whether to vote for a 

proposed director. 

Two of the proposed nominees for re-election as a director, Simon Ridgway and Mario Szotlender, are directors of a 

corporation that, in the past 10 years, was for a period of more than 30 days subject to a management cease trade order 

(“MCTO”) issued by the British Columbia Securities Commission and other Canadian provincial securities regulatory 

authorities.  The MCTO was issued due to the corporation’s failure to file its annual and interim financial statements 

within the prescribed deadlines.  Upon filing of the outstanding financial statements, the MCTO was revoked by the 

British Columbia Securities Commission. 

Appointment and Remuneration of Auditors  

Effective January 21, 2019, Smythe LLP, Chartered Professional Accountants, were appointed as auditors of the 

Company in the place of BDO Canada LLP. The management of CROPS will recommend to the Meeting to re-appoint 

Smythe LLP as auditors of CROPS for the ensuing year, and to authorize the Directors to fix their remuneration.    

Re-approval of the Stock Option Plan 

The TSXV requires that CROPS obtain Shareholder approval of its Stock Option Plan yearly at the annual general 

meeting.  The material terms of the Stock Option Plan are as follows:  

1. the Stock Option Plan reserves a rolling maximum of 10% of the issued capital of CROPS at the time of 

granting of each option, with no vesting provisions other than the vesting restrictions required by the TSXV 

for options granted to investor relations consultants;  

2. no more than 5% of the issued capital may be reserved for issuance to any one individual in any 12-month 

period; 

3. no more than 2% of the issued capital may be reserved for issuance to any Consultant (as defined by the 

TSXV) or to an optionee providing investor relations services in any 12-month period;  

4. the minimum exercise price of an option cannot be less than the “Market Price” (as defined by the TSXV) of 

CROPS’ shares; 

5. options may be granted for a period of up to 10 years;  

6. options are non-assignable and non-transferable; 

7. unless otherwise determined by the Board, a vested option is exercisable for up to 90 days from the date the 

optionee ceases to be a director, officer, employee or service provider of CROPS or of its subsidiaries, unless: 

(i) such optionee was terminated for cause, in which case the option shall be cancelled, or (ii) if an optionee 

dies, the legal representative of the optionee may exercise the option for up to one year from the date of death;  

8. unless otherwise determined by the Board, if an optionee’s employment or service with CROPS is terminated 

by CROPS without cause, by the optionee for “Good Reason” (as defined in the Stock Option Plan) or due 

to disability or death, a portion of the unvested options held by such optionee shall immediately vest 

according to a set formula;  

9. unless otherwise determined by the Board, where an optionee’s employment is terminated by CROPS within 

12 months after a change of control of CROPS, the optionee resigns for Good Reason within 12 months after 
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a change of control, or if the optionee dies while performing his or her regular duties as a director, officer 

and/or employee of CROPS or its subsidiaries, then all of his or her outstanding options shall immediately 

vest; and  

10. there are provisions for adjustment in the number of shares issuable on exercise of options in the event of a 

share consolidation, split, reclassification or other relevant change in CROPS’ corporate structure or 

capitalization.  

In order to approve the Stock Option Plan for the ensuing year, the Shareholders will be asked at the Meeting to 

approve an ordinary resolution as follows:  

“IT IS HEREBY RESOLVED that the Stock Option Plan of CROPS Inc., with terms substantially 

as described in the information circular of CROPS Inc. dated January 29, 2021, be and is hereby 

approved, and that the directors of CROPS Inc. are hereby authorized to make any changes to the 

Stock Option Plan which may be required in order to obtain acceptance for filing by the TSX 

Venture Exchange.” 

Approval of the Transaction 

Summary 

On September 9, 2020, CROPS, Superior Lake and Ophiolite entered into the RTO Agreement pursuant to which the 

parties agreed to complete the Transaction whereby CROPS will acquire all of the issued and outstanding common 

shares of Pick Lake which, upon completion of the Superior Lake Restructure, will wholly own the Superior Lake 

Project, subject to the exercise of the Winston Lake Option. 

In consideration for the Sale Shares, CROPS (i) paid to Ophiolite the Initial Payment upon signing the RTO 

Agreement, and (ii) at closing, will issue to Ophiolite the Completion Payment Shares and complete the Completion 

Cash Payment. Immediately before completion of the Transaction, CROPS will undertake the Consolidation and the 

Debenture Conversion. 

Additionally, pursuant to the RTO Agreement, CROPS will raise gross proceeds of approximately $3,300,000 

pursuant to the Private Placement. The Private Placement will close into escrow and the funds will be released to 

CROPS on closing of the Transaction. 

Expected Capital Structure following the Transaction 

Upon completion of the Transaction, after giving effect to (i) the Consolidation, (ii) the Debenture Conversion, (iii) 

the conversion of the Subscription Receipts, and (iv) the issuance of the Advisory Fee Shares, Shareholders of CROPS 

as at the Record Date will hold roughly 6,989,062 Post Consolidation Shares or 3.6% of the Post-Consolidation Shares 

and Ophiolite will hold 128,920,000 Post-Consolidation Shares (approximately 66.8%). The remaining approximately 

29.6% of the Post-Consolidation Shares will be held by the holders of the Subscription Receipts and the Debentures 

and the Advisory Fee Shares.  

For a more detailed description of the terms of the Transaction, please refer to the section titled “Part III – Information 

Concerning the Transaction” hereof. 

Requirement for Shareholder Approval 

The completion of Transaction will constitute a “Reverse Takeover” in accordance with the RTO Policy by virtue 

of Ophiolite holding more than 50% of the issued and outstanding CROPS Shares upon completion of the 

Transaction. Accordingly, the Management of CROPS intends to place before the Meeting for approval, with or 

without modification, the CROPS Shareholder Transaction Resolution in the form provided below under the heading 

“CROPS Shareholder Transaction Resolution”, relating to the Transaction and pursuant to the RTO Agreement. 

Pursuant to the policies of the TSXV, the Transaction must be approved by a resolution of Shareholders consisting 
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of a majority of the votes cast at the Meeting by “disinterested” Shareholders. As at the Record Date, all Shareholders 

of CROPS are disinterested. 

If the CROPS Shareholder Transaction Resolution does not receive the necessary approval from CROPS Shareholders, 

CROPS will not proceed with the Transaction in this form. In such event, the Board may reconsider the Transaction, 

with the aim of restructuring it in a form that will be satisfactory to CROPS Shareholders, and applicable 

regulatory authorities.  

No Dissent Rights 

Under the YBCA, Shareholders do not have dissent and appraisal rights with respect to the proposed Transaction.  

Unless instructed otherwise, the management designees of CROPS in the accompanying form of proxy or VIF 

intend to vote FOR the following Special Resolutions: 

CROPS Shareholder Transaction Resolution 

The Shareholders will be asked at the Meeting to pass the CROPS Shareholder Transaction Resolution as follows:  

“BE AND IT IS HEREBY RESOLVED THAT: 

1. the acquisition by CROPS Inc (“CROPS”) of all of the issued and outstanding shares of 

Pick Lake Mining Ltd (“Pick Lake”) from Ophiolite Holdings Pty Ltd (“Ophiolite”) in 

exchange for (i) payment to Ophiolite of $25,000 in cash upon signing of the RTO 

Agreement (defined below), and (ii) upon closing, the issuance  to Ophiolite of 

128,920,000 Common Shares and the payment of A$200,000 and $525,000 in cash (the 

“Transaction”) pursuant to the terms and subject to the conditions set out in the Share 

Sale Agreement among CROPS, Superior Lake Resources Limited and Ophiolite, dated 

September 9, 2020, as amended, made available on CROPS’ SEDAR profile (the “RTO 

Agreement”) and as described in greater detail in the management information circular 

of CROPS dated January 29, 2021, be and the same is hereby authorized and approved; 

2. notwithstanding that this resolution has been passed by the shareholders of CROPS, the 

directors of CROPS are hereby authorized and empowered, without further notice, or 

approval of, the shareholders of CROPS: (i) to amend the RTO Agreement; or (ii) subject 

to the terms of the RTO Agreement, not to proceed with the Transaction; and 

3. any officer or director of CROPS is hereby authorized and directed for and on behalf of 

CROPS to execute or cause to be executed, under the seal of CROPS or otherwise, and to 

deliver or cause to be delivered all such other documents, agreements or instruments, and 

to perform or cause to be performed all such other acts and things, as such officer or director 

shall determine to be necessary or desirable to give full effect to this resolution and the 

matters authorized hereby, such determination to be conclusively evidenced by the 

execution and delivery of such documents, agreements or instruments or the performing or 

causing to be performed of such other acts or things.” 

Continuance to British Columbia  

The Board has approved a proposed continuance of CROPS’ jurisdiction from Yukon to British Columbia.   

Accordingly, the Shareholders will be asked at the Meeting to approve Special Resolutions as follows:  
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“IT IS HEREBY RESOLVED, AS SPECIAL RESOLUTIONS, THAT:  

1. CROPS Inc. (“CROPS”) is authorized to continue under the Business Corporations Act (British 

Columbia) and to apply to the Registrar of Companies (Yukon) for authorization to permit such 

continuation in accordance with subsection 191 (9) of the Business Corporations Act (Yukon);  

2. CROPS is authorized to apply to the Registrar of Corporations (British Columbia), for a Certificate 

of Continuation continuing CROPS under the Business Corporations Act (British Columbia);  

3. CROPS in substitution for the existing Notice of Articles and Bylaws of CROPS, the Continuation 

Application and Articles substantially in the forms attached as Schedule “A” to this Circular, and 

all amendments to the aforesaid Notice of Articles and Articles reflected therein are approved and 

adopted; and 

4. notwithstanding that these special resolutions have been passed (and the continuance approved) by 

the shareholders of CROPS, the Directors of CROPS are hereby authorized and empowered, without 

further notice to, or approval of, the shareholders of CROPS to not proceed with the continuance.” 

Name Change 

The Board has determined that in order to better reflect CROPS’ current business activities, it will be beneficial to 

change the name of CROPS from “CROPS Inc.” to “Metallum Resources Inc.” The name change will be subject to 

acceptance for filing by the TSXV. 

Accordingly, the Shareholders will be asked at the Meeting to approve Special Resolutions as follows:  

“BE AND IT IS HEREBY RESOLVED, AS SPECIAL RESOLUTIONS, THAT: 

1. the name of CROPS Inc. be changed from “CROPS Inc.” to “Metallum Resources Inc.” or 

such other name as may be approved by the Directors of the Company in their sole 

discretion; 

2. any one director or officer of CROPS Inc. is authorized and directed to sign all documents 

and to do all things necessary or desirable to give effect to the foregoing special resolutions; 

and 

3. notwithstanding that these special resolutions have been passed (and the change of name 

approved) by the shareholders of CROPS Inc., the Directors of CROPS Inc. are hereby 

authorized and empowered, without further notice to, or approval of, the shareholders of 

CROPS Inc. to not proceed with the change of name.”  

PART III – INFORMATION CONCERNING THE TRANSACTION 

The following is a summary of the material terms of the RTO Agreement. This summary does not purport to be a 

complete summary of the RTO Agreement and is qualified in its entirety by reference to the full text of the RTO 

Agreement, a copy of which is available for review at CROPS’ SEDAR profile at www.sedar.com.  

The Transaction 

Under the terms of the RTO Agreement, the following will occur prior to completion of the Transaction, all as more 

particularly described herein:  

• CROPS will conduct the Private Placement of 33,000,000 Subscription Receipts at a price of $0.10 per 

Subscription Receipt for total gross proceeds of approximately $3,300,000. The Subscription Receipts will 

http://www.sedar.com/
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be issued pursuant to the terms of a Subscription Agreement between CROPS and each prospective investor. 

The Escrowed Proceeds will be held in escrow on behalf of the subscribers by CROPS. The Escrowed 

Proceeds will be released to CROPS from escrow upon the satisfaction of certain Escrow Release Conditions 

provided in the Subscription Agreements. As per the terms of the Subscription Agreements and conditional 

on the satisfaction of the Escrow Release Conditions, each Subscription Receipt will be automatically 

exercised for one Post-Consolidation Share.  

• Superior Lake will complete the Superior Restructure. 

• CROPS will seek and obtain Shareholder approval for the Transaction, amongst other things, at the Meeting. 

• Superior Lake will seek and obtain shareholder approval for the Transaction at a meeting of Superior Lake’s 

shareholders pursuant to applicable listing rules of the ASX. (Obtained) 

• CROPS will complete the Consolidation of its CROPS Shares on the basis of ten CROPS Shares for every 

one Post-Consolidation Share. 

• CROPS will complete the Debenture Conversion whereby it settles the full amount owing of its Debentures 

totaling $5,377,314, at a reduced post-Consolidation conversion price of $0.26, by issuing an aggregate of 

20,960,790 Post-Consolidation Shares to the Debenture holders. 

• CROPS will pay an advisory fee in connection with the Transaction of $320,000 to Sprott Capital Partners 

LP payable by the issuance of 3,200,000 Post-Consolidation Shares. 

In addition to the above, the following will also occur prior to completion of the Transaction: 

• CROPS will continue out of Yukon and become a company existing under the laws of the province of British 

Columbia. 

• CROPS will change its name to “Metallum Resources Inc.”. 

It is expected that, immediately following the completion of the Transaction: (a) Ophiolite will hold 128,920,000 Post-

Consolidation Shares, representing approximately 66.8% of the outstanding Resulting Issuer Shares; and (b) CROPS 

will hold all outstanding common shares of Pick Lake, and become its sole Shareholder. 

For the Transaction to become effective, CROPS must obtain CROPS Shareholder approval of the Transaction, as 

well as the TSXV approval of the Transaction. The RTO Agreement provides for additional conditions precedent to 

the Transaction, each of which must be satisfied or waived by the applicable party or parties if applicable. 

The RTO Agreement Conditions to the Transaction: 

Completion of the Transaction is conditional on the satisfaction of the following remaining conditions:  

• receipt of CROPS shareholder approval; 

• CROPS and Ophiolite/Superior Lake, as applicable, having obtained all regulatory consents and approvals 

which are necessary for the RTO Transaction, including all approvals required from the ASX and the TSXV; 

• the issue by CROPS of Subscription Receipts pursuant to the Private Placement, the proceeds of which shall 

be held in escrow until satisfaction of the conditions to completion of the Transaction;  
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• receipt by CROPS of TSXV approval that the Completion Payment Shares will be listed for trading following 

completion of the Transaction; subject to customary conditions; (obtained) 

• no Buyer Material Adverse Change has occurred; 

• no Company Material Adverse Change has occurred; 

• the Superior Restructure having been completed; 

• CROPS having completed the Consolidation; and 

• CROPS having completed the Debenture Conversion. 

The parties agreed to use their reasonable best endeavors to satisfy the conditions precedent as soon as reasonably 

practicable after the date of the RTO Agreement. Any amendments to the terms of the Private Placement and the 

Debenture Conversion will require the prior written consent of Superior Lake. 

Either CROPS or Ophiolite may, upon receipt of two Business Days prior written notice to the other party, terminate 

the RTO Agreement at any time prior to completion of the Transaction if:  

(a) all of the conditions precedent are not satisfied or waived by the End Date; 

(b) a condition precedent in its favour becomes incapable of satisfaction, or CROPS and Ophiolite agree 

that a condition precedent cannot be satisfied,  

except where a condition precedent has become incapable of satisfaction or has not been satisfied, as a direct result of 

a failure by the party seeking to terminate to comply with its obligations under the RTO Agreement.   

Obligations of Ophiolite before Completion 

Prior to completion of the Transaction, Ophiolite must ensure that, from the date of the RTO Agreement until the 

completion, it and/or Pick Lake, as applicable:  

(a) operates its business as a going concern and in the ordinary and normal course of business; 

(b) maintains the Tenements and Licenses with respect to the Superior Lake Project in good standing;  

(c) maintains all authorizations required to carry on the business of Pick Lake; 

(d) complies with its obligations under the Pick Lake Option Lake Agreement and the Winston Lake 

Option Agreement;  

(e) does not amend or waive any rights of Ophiolite or Pick Lake with respect to the Pick Lake Option 

Agreement and the Winston Lake Option Agreement without CROPS’ prior written consent, other 

than in respect of the Superior Restructure; and 

(f) makes, or cooperates as necessary in providing all information reasonably required in connection 

with the transactions contemplated in the RTO Agreement to CROPS in order for CROPS to comply 

with Applicable Laws, including any filings, circulars, reports, documents or applications as may 

be required to be filed by CROPS.   
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Obligations of Ophiolite and Superior Lake before Completion 

Prior to completion of the Transaction, Ophiolite and Superior Lake must immediately notify CROPS in writing upon 

becoming aware of: 

(a) the occurrence of any event that causes any Seller Representation and Warranty to be untrue or 

inaccurate, and  

(b) any failure of the Ophiolite or Superior to comply with or satisfy any covenant, condition or 

agreement to be complied with or satisfied under the terms of the RTO Agreement; provided, 

however, that the delivery of any such notice shall not limit or otherwise affect any remedies 

available to CROPS.   

Prior to completion of the Transaction, Ophiolite and Superior Lake must complete the Superior Restructure. Prior to 

effecting the Superior Restructure, Ophiolite and Superior Lake must provide CROPS and its representatives sufficient 

opportunity to review and comment on all documentation relating to the Superior Restructure and all such 

documentation must be reasonably satisfactory to CROPS before the Superior Restructure is effected, incorporating 

such reasonable comments made by CROPS and its representatives. Ophiolite and Pick Lake may utilize Section 85 

of the Tax Act (Canada) to defer Canadian income tax in respect of the Superior Restructure.  

Obligations of CROPS before Completion 

Prior to completion of the Transaction, CROPS must ensure that, from the date of the RTO Agreement until 

completion of the Transaction, it does not do any of the following without the prior written consent of Ophiolite: 

(a) enter into, vary or terminate any material contract, except in the ordinary course of business; 

(b) make any material acquisition, investment or purchase or purchase any interest in a business or 

company, other than the Transaction; 

(c) incur expenditure or liabilities that total in excess of $75,000 or enter into or agree a commitment 

which is to last more than 6 months, other than in connection with the Transaction or the Private 

Placement; 

(d) dispose of, or grant an option or right of pre-emption to purchase, any material interest in any of its 

assets which would be material to CROPS following completion of the Transaction; or   

(e) issue any CROPS Shares or securities convertible into CROPS Shares, other than pursuant to the 

Private Placement, the Debenture Conversion, or to the exercise of any warrants and options 

currently outstanding as at the date of the RTO Agreement.  

Prior to completion of the Transaction, CROPS must provide to Superior Lake and Ophiolite all information 

reasonably required in connection with the Transactions contemplated in the RTO Agreement so as to allow Superior 

Lake and Ophiolite to comply with Applicable Laws, including any filings, circulars, reports, documents or 

applications that Superior Lake and Ophiolite may be required to file. 

Obligations of Ophiolite and Superior Lake at Completion 

At completion of the Transaction, Superior Lake and Ophiolite must deliver the following to CROPS, each in a form 

satisfactory to CROPS: 

(a) a duly executed counterpart of the Escrow Agreement by Ophiolite;  

(b) its duly executed counterpart of an instrument of transfer of the Sale Shares in favour of CROPS;  
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(c) the original share certificate or certificates for the Sale Shares in the name of Ophiolite; 

(d) the minute books, share certificate books and corporate seal (if any) of Pick Lake; 

(e) a bring-down certificate of the Chief Executive Officer or other senior officer of Ophiolite dated as 

of the date of Completion, confirming the accuracy of the representations and warranties provided 

by Ophiolite under the terms of the RTO Agreement; 

(f) a customary opinion from Ophiolite’s Canadian legal counsel as to corporate matters and the valid 

transfer of the Sale Shares; 

(g) a release of claims against Pick Lake that relate to the period prior to Completion being duly 

executed by Superior Lake and Ophiolite; and 

(h) the written resignation of each director and officer of Pick Lake designated by CROPS and a release 

of all claims against Pick Lake by each such director and officer. 

Obligations of CROPS at Completion 

At completion of the Transaction, CROPS must: 

(a) release the Escrowed Proceeds from escrow upon the satisfaction of the Escrow Release Conditions 

provided in the Subscription Agreements, and issue one Post-Consolidation Share for each 

outstanding Subscription Receipt; and 

(b) deliver to Ophiolite, in a form satisfactory to Ophiolite: 

(i) its duly executed counterpart of the Escrow Agreement and procure the escrow agent to 

deliver its counterpart of the Escrow Agreement; 

(ii) a bring-down certificate of the Chief Executive Officer or other senior officer of CROPS 

dated as of date of Completion, confirming the accuracy of the representations and 

warranties provided by CROPS under the terms of the RTO Agreement; 

(iii) the Completion Payment Shares by way of an electronic share transfer to the escrow agent 

pursuant to the Escrow Agreement; and  

(iv) the Completion Cash Payment.  

Upon completion, legal and beneficial title to the Sale Shares (and property and risk in them) will pass to CROPS. 

Termination Events 

The RTO Agreement may be terminated with immediate effect by either CROPS or Ophiolite by giving the other 

(“Defaulting Party”) notice in writing following material breach of an obligation by the Defaulting Party imposed on 

it under the RTO Agreement (including a representation, warranty, undertaking, or commitment being breached or 

otherwise becoming incorrect in a material respect).   

If the RTO Agreement is terminated following notice to the Defaulting Party following a material breach (save in 

respect to certain sections related to break fees, limitations on warranties and CROPS claims, confidentiality, 

relationship of the parties, costs and notices), (i) the parties are released from any further obligations under the RTO 

Agreement (other than payment of the applicable break fee described below) and (ii) the parties remain liable for any 

breach committed before such termination.  
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Break Fees 

If either, (i) the RTO Agreement is terminated by CROPS for material breach under the RTO Agreement, (ii) the RTO 

Agreement is terminated by CROPS or Ophiolite due to Ophiolite’s failure to satisfy certain conditions precedent or 

(iii) the RTO Agreement is terminated by CROPS or Ophiolite due to a failure to achieve regulatory approval where 

the failure is caused by Ophiolite to comply with its obligations under the RTO Agreement, Ophiolite must pay to 

CROPS the Seller Break Fee in immediately available funds within 5 Business Days after the receipt of a written 

demand for payment from CROPS. The demand will set out the circumstances which give rise to the payment.  

If either, (i) the RTO Agreement is terminated by Ophiolite for material breach under the RTO Agreement, (ii) the 

RTO Agreement is terminated by CROPS or Ophiolite due to CROPS’ failure to satisfy certain conditions precedent 

or (iii) the RTO Agreement is terminated by CROPS or Ophiolite due to a failure to achieve regulatory approval where 

the failure is caused by CROPS to comply with its obligations under the RTO Agreement, CROPS must pay to 

Ophiolite the Buyer Break Fee in immediately available funds within 5 Business Days after the receipt of a written 

demand for payment from Ophiolite. The demand will set out the circumstances which give rise to the payment.  

Under the terms of the RTO Agreement, Superior Lake guarantees the obligations of Ophiolite to pay the Seller Break 

Fee and all other obligations of Ophiolite pursuant to the RTO Agreement. 

The Buyer Break Fee and the Seller Break Fee are not payable if the Transaction is completed.  

Escrow Arrangements 

Subject to certain withholding provisions, the Completion Payment Shares will be subject to escrow. In accordance 

with the rules and regulations of the TSXV, the Completion Payment Shares will be released from escrow as follows: 

 

Release Dates 

Percentage of Total 

Escrowed Securities 

to be Released 

Date of the TSXV Final Bulletin 5% 

6 months following date of the TSXV Final Bulletin 5% 

12 months following date of the TSXV Final Bulletin 10% 

18 months following date of the TSXV Final Bulletin 10% 

24 months following date of the TSXV Final Bulletin 15% 

30 months following date of the TSXV Final Bulletin 15% 

36 months following date of the TSXV Final Bulletin 40% 

TOTAL 100% 

 

Concurrent Financing 

Concurrent with the Transaction, CROPS will complete the Private Placement financing of Subscription Receipts at 

the price of $0.10 per Subscription Receipt for total gross proceeds of approximately $3,300,000.  
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PART IV – RISK FACTORS 

Risk Factors Relating to the Transaction 

Completion of the Transaction and TSXV Approval 

The completion of the Transaction is subject to certain conditions, including but not limited to: (i) obtaining all 

necessary regulatory approvals; (ii) receipt of CROPS and Superior Lake shareholder approval; and (iii) other 

customary conditions. There can be no assurance that all of the necessary regulatory and shareholder approvals will 

be obtained. If the Transaction is not completed for these reasons or for any other reasons, CROPS will have incurred 

significant costs associated with the failed implementation of the proposed Transaction, which costs may not be offset 

by receipt, if any, of the Seller Break Fee. 

Termination of the Transaction 

Each of CROPS on the one hand, and Ophiolite and Superior Lake on the other hand, have the right to terminate the 

Transaction in certain circumstances. Accordingly, there is no certainty, nor can the parties provide any assurances 

that the Transaction will not be terminated by CROPS on the one hand or Ophiolite and Superior Lake on the other 

hand. In addition, the completion of the Transaction is subject to a number of conditions precedent, certain of which 

are outside the control of CROPS, Ophiolite and Superior Lake, including shareholder and regulatory approvals as 

applicable. There is no certainty that these conditions will be satisfied on a timely basis or at all.  

Tax Consequences 

The transactions described herein may have tax consequences in Canada, or elsewhere, depending on each particular 

existing or prospective Shareholder’s specific circumstances. Such tax consequences are not described herein and this 

Circular is not intended to be, nor should it be construed to be, legal or tax advice to any particular Shareholder. 

Existing and prospective Shareholders should consult their own tax advisors with respect to any such tax 

considerations. 

Risk Factors Relating to the Resulting Issuer 

Upon completion of the Transaction, which completion cannot be guaranteed, CROPS as the Resulting Issuer will be 

a mineral exploration company engaged in the exploration and, if warranted, development of the Superior Lake 

Project. CROPS as the Resulting Issuer will be subject to significant risks. The operations of CROPS will be highly 

speculative due to the high-risk nature of the mining business. Readers should carefully consider all such risks, 

including those set out in the discussion below. If any of the following risks actually occur, CROPS’ business, financial 

condition and operating results could be adversely affected. 

CROPS’ actual exploration and operating results may be very different from those expected as at the date of this 

Information Circular. 

Exploration and Mining Risks 

Exploration for, and development of, mineral properties involves significant financial risks which even a combination 

of careful evaluation, experience and knowledge may not eliminate. Unusual or unexpected formations, formation 

pressures, 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. CROPS cannot ensure that its future exploration and development programs will result in 

profitable commercial mining operations. 

Substantial expenses may be incurred on exploration projects which are subsequently abandoned due to poor 

exploration results or the inability to define reserves which can be mined economically. Development projects have 

no operating history upon which to base estimates of future cash flow. 
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No assurance can be given that minerals will be discovered in sufficient quantities to justify commercial operations 

or that funds required for additional exploration or development will be obtained on a timely basis. Whether a mineral 

deposit will be commercially viable depends on a number of factors, some of which are: the particular attributes of 

the deposit, such as size, grade and proximity to infrastructure; metal prices which are highly cyclical; the proximity 

and capacity of milling facilities; and government regulations, including regulations relating to prices, taxes, royalties, 

land tenure, land use, importing and exporting of minerals and environmental protection. The exact effect of these 

factors cannot accurately be predicted, but the combination of these factors may result in CROPS not receiving an 

adequate return on invested capital. 

CROPS will carefully evaluate the political and economic environment in considering any properties for acquisition. 

There can be no assurance that additional significant restrictions will not be placed on any properties CROPS may 

acquire or its operations. These additional costs and restrictions could have an adverse impact on CROPS’ future cash 

flows, earnings results of operations and financial condition. 

Future Profits/Losses and Production Revenues/Expenses 

There can be no assurance that significant losses will not occur in the near future or that CROPS as the Resulting 

Issuer will be profitable in the future. CROPS’ operating expenses and capital expenditures may increase in subsequent 

years as needed consultants, personnel and equipment associated with advancing exploration, development and 

commercial production, if any, of any properties CROPS owns or may acquire. The amount and timing of expenditures 

will depend on the progress of ongoing exploration and development, the results of consultants’ analyses and 

recommendations, the rate at which operating losses are incurred, the execution of any joint venture agreements with 

strategic partners, and CROPS’ acquisition of additional properties and other factors, many of which are beyond 

CROPS’ control. There can be no assurance that CROPS will generate any revenues or achieve profitability. There 

can be no assurance that the underlying assumed levels of expenses will prove to be accurate. 

Indigenous Peoples 

CROPS may, from time to time, hold certain mining interests located in areas presently or previously inhabited or 

used by indigenous peoples. There may be certain obligations on the government to consult with indigenous people 

regarding actions which may affect indigenous people, including actions to approve or grant mining rights or permits. 

From time to time, CROPS may hold interests on properties that are subject to the opposition of one or more groups 

of indigenous people who oppose the operation, further development, or new development on such project. Such 

opposition may be directed through legal or administrative proceedings or protests, roadblocks or other forms of public 

expression against CROPS or the owner/operators’ activities. Opposition by indigenous people to such activities may 

require modification of or preclude operation or development of projects or may require the entering into of 

agreements with indigenous people. Claims and protests of indigenous people may have a material adverse effect on 

CROPS and may disrupt or delay its mining activities. 

Uncertainty of Title to Properties 

The acquisition of title to resource properties is a very detailed and time-consuming process. Title to, and the area 

of, resource claims may be disputed. Although CROPS believes it will have taken reasonable measures to ensure  

that title to the Superior Lake Project is held as described in this Circular, there is no guarantee that title to any of 

the claims comprising the Superior Lake Project will not be challenged or impaired. No assurances can be given 

that title defects to the Superior Lake Project do not exist. There may be valid challenges to the title of any of the 

concessions and licence agreements comprising the Superior Lake Project that, if successful, could impair 

development and/or operations. A defect could result in CROPS as the Resulting Issuer losing all or a portion of 

its right, title, estate and interest in and to the properties to which the title defect relates.  

Political Risk 

After completion of the Transaction, CROPS’ primary property will be located in Ontario and will be subject to 

changes in political conditions and regulations in Canada. Changes, if any, in mining or investment policies or shifts 

in political attitude in Canada could adversely affect CROPS’ operations, profitability or ability to maintain its 
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Licences. Operations may be affected in varying degrees by government regulations with respect to, but not limited 

to, restrictions on production, price controls, export controls, currency remittance, income taxes, expropriation of 

property, foreign investment, maintenance of claims, environmental legislation, land use, land claims of local people, 

water use and mine safety. 

Metal and Mineral Price Volatility 

The profitability of CROPS’ operations will be significantly affected by changes in metal prices and in particular 

zinc. Metal prices including zinc prices are volatile, can fluctuate substantially and are affected by numerous factors 

beyond CROPS’ control, including industrial demand, inflation and expectations with respect to the rate of inflation, 

the strength of different currencies, interest rates, sales by central banks, forward sales by producers, global or 

regional political or economic events, and production and cost levels in major metal producing regions. In addition, 

metal prices are sometimes subject to rapid short-term changes because of speculative activities. The supply of some 

metals consists of a combination of new production from mining and existing reserves held by governments, public 

and private financial institutions, industrial organizations and private individuals. As the amounts of these metals 

produced in any single year constitute a small portion of the total potential supply of such metals, typical variations 

in current production do not necessarily have a significant impact on supply or prices. 

If applicable metal prices are at low market levels for a sustained period, CROPS could determine that it is not 

economically feasible to commence or continue activities or commercial production. 

Additional Funding Requirements 

Further exploration on, and any development of, CROPS’ mineral properties, including the Superior Lake Project to 

be acquired in connection with the completion of the Transaction, will require additional capital. In addition, a positive 

production decision at CROPS’ mineral properties, including the Superior Lake Project, or any other development 

projects acquired in the future would require significant capital for project engineering and construction. Accordingly, 

the continuing development of CROPS’ properties will depend upon CROPS’ ability to obtain financing through debt 

financing, equity financing, the joint venturing of projects, or other means. 

Given the nature of capital market demand for speculative investment opportunities such as mineral projects, there is 

no assurance that additional financing will be available in the appropriate amount when required. Volatile markets for 

metals may make it difficult or impossible for CROPS as the Resulting Issuer to obtain equity financing or debt 

financing on favourable terms or at all. Failure to obtain additional financing on a timely basis may cause CROPS as 

the Resulting Issuer to further postpone its exploration programs, forfeit rights in its project or reduce or terminate 

some or all of its operations. There is no assurance that CROPS as the Resulting Issuer will be successful in obtaining 

the required financing for these or other purposes. 

Global Financial Conditions 

Global financial conditions over the last few years have been characterized by increased volatility and several financial 

institutions have either gone into bankruptcy or have had to be rescued by governmental authorities. In addition, there 

have been growing concerns with respect to the ability of European and other countries to service sovereign debt. 

These factors may affect the ability of CROPS as the Resulting Issuer to obtain equity or debt financing in the future 

on terms favourable to it. Additionally, these factors, as well as other related factors, may cause decreases in asset 

values that are deemed to be other than temporary, which may result in impairment losses. If such increased levels of 

volatility and market turmoil continue, the operations of CROPS as the Resulting Issuer may suffer adverse impact 

and the market price of the Resulting Issuer Shares may be adversely affected.  

Dilution 

In order to finance future operations and development efforts, CROPS as the Resulting Issuer may raise funds through 

the issue of Resulting Issuer Shares or securities convertible into Resulting Issuer Shares. The constating documents 

of CROPS will allow it to issue, among other things, an unlimited number of Common Shares or convertible securities 

of CROPS for such consideration and on such terms and conditions as may be established by the directors of CROPS 
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as the Resulting Issuer, in many cases, without the approval of Shareholders. CROPS cannot predict the size of future 

issues of Resulting Issuer Shares or securities convertible into Resulting Issuer Shares or the effect, if any, that future 

issues and sales of Resulting Issuer Shares or other securities of CROPS will have on the market price of the Resulting 

Issuer Shares. Any transaction involving the issue of previously authorized but unissued Common Shares or securities 

convertible into Common Shares would result in dilution, possibly substantial, to present and prospective Shareholders 

of CROPS. 

Regulatory Requirements 

Mining operations, development and exploration activities are subject to extensive laws and regulations governing 

prospecting, development, production, exports, taxes, labour standards, occupational health, waste disposal, 

environmental protection and remediation, protection of endangered and protected species, mine safety, toxic 

substances and other matters. Changes in these regulations or in their application are beyond the control of CROPS 

and could adversely affect its operations, business and results of operations. 

Government approvals and permits are currently, and may in the future be, required in connection with CROPS’ 

mineral properties, including the properties the interests in which is acquired in connection with the Transaction. To 

the extent such approvals are required and not obtained, CROPS may be restricted or prohibited from proceeding 

with planned exploration or development activities. Failure to comply with Applicable Laws, regulations and 

permitting requirements may result in enforcement actions thereunder, including orders issued by regulatory or 

judicial authorities causing operations to cease or be curtailed, and may include corrective measures requiring capital 

expenditures, installation of additional equipment, or remedial actions. Parties engaged in mining operations may be 

required to compensate those suffering loss or damage by reason of the mining activities and may be liable for civil 

or criminal fines or penalties imposed for violations of Applicable Laws or regulations. Amendments to current laws, 

regulations and permitting requirements, or more stringent application of existing laws, could have a material adverse 

impact on CROPS and cause increases in capital expenditures or production costs or reductions in levels of 

production at producing properties or require abandonment or delays in development of properties.  

Upon completion of the Transaction, CROPS’ material property will be located in Ontario, and as such, will be subject 

to the laws of Canada. CROPS believes the present attitude to foreign investment and to the mining industry is 

favourable but conditions may change. Operations may be affected in varying degrees by government regulation with 

respect to restrictions on production, price controls, export controls, foreign exchange controls, income taxes, 

expropriation of property, environmental legislation and mine safety.  

Global Pandemic 

CROPS faces risks related to health epidemics and other outbreaks of communicable diseases, which could 

significantly disrupt its operations and may materially and adversely affect its business and financial conditions. 

CROPS’ business could be adversely impacted by the effects of COVID-19 which was declared a global pandemic 

by the World Health Organization in March 2020. COVID-19 infections have been reported globally.   

The extent to which COVID-19 may impact CROPS’ business, including its operations and the market for its 

securities, will depend on future developments which cannot be predicted, and include the duration, severity and scope 

of the outbreak and the actions taken to contain or treat the outbreak. The continued spread of COVID-19 globally 

could materially and adversely impact CROPS’ business, financial condition and results of operations including 

without limitation, employee health, workforce productivity, increased insurance premiums, limitations on travel, the 

availability of industry experts and personnel, restrictions to any drill programs and/or the timing to process drill and 

other metallurgical testing, and other factors that will depend on future developments beyond CROPS’ control. 

The international response to the spread of COVID-19 has led to significant travel restrictions, temporary business 

closures, quarantines, global stock market volatility and a general reduction in consumer activity. Such public health 

crises can result in operating and supply chain delays and disruptions, global stock market and financial market 

volatility, declining trade and market sentiment, reduced movement of people and labour shortages, and travel and 

shipping disruption and shutdowns, including as a result of government regulation and prevention measures, or a fear 

of any of the foregoing, all of which could affect commodity prices, interest rates, credit ratings, credit risk and 

inflation. 
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Environmental Regulations 

All of CROPS’ operations will be subject to environmental regulations, which can make operations expensive or 

prohibit them altogether. Environmental regulations provide for restrictions and prohibitions on spills, releases or 

emissions of various substances produced in association with certain mining industry operations. 

Environmental regulations are evolving in a manner which means stricter standards, and enforcement, fines and 

penalties for non-compliance are more stringent. The cost of compliance with changes in governmental regulations 

has a potential to reduce the profitability of operations or cause delays in the development of mining projects. 

Environmental Liability 

CROPS may be subject to potential risks and liabilities associated with pollution of the environment and the disposal 

of waste products that could occur as a result of its mineral exploration, development and production. In addition, 

environmental hazards may exist on a property in which CROPS directly or indirectly holds an interest which are 

unknown to CROPS at present which have been caused by previous or existing owners or operators of the property. 

Environmental legislation provides for restrictions and prohibitions on spills, releases or emissions of various 

substances produced in association with certain mining industry operations, such as seepage from tailings disposal 

areas, which would result in environmental pollution. A breach of such legislation may result in the imposition of 

fines and penalties. 

To the extent that CROPS is subject to environmental liabilities, the payment of such liabilities or the costs that it may 

incur to remedy environmental pollution would reduce funds otherwise available to it and could have a material 

adverse effect on CROPS. If CROPS is unable to fully remedy an environmental problem, it might be required to 

suspend operations or enter into interim compliance measures pending completion of the required remedy. The 

potential exposure may be significant and could have a material adverse effect on CROPS as the Resulting Issuer. 

All of CROPS’ exploration, development and production activities will be subject to regulation under one or more 

of the various provincial, state, federal and other environmental laws and regulations. The current or future operations 

of CROPS, including development activities and commencement of production on its properties, require permits 

from various federal, provincial or territorial and local governmental authorities and such operations are and will be 

governed by laws and regulations governing prospecting, development, mining, production, exports, taxes, labour 

standards, occupational health, waste disposal, toxic substances, land use, environmental protection, mine safety and 

other matters. There can be no assurance, however, that all permits which CROPS may require for its operations and 

exploration activities will be obtainable on reasonable terms or on a timely basis or that such laws and regulations 

would not have an adverse effect on any mining project which the Resulting Issuer might undertake. 

CROPS must update and review its permits from time to time and may be subject to environmental impact analyses 

and public review processes. It is possible that future changes in Applicable Laws, regulations and permits or changes 

in their enforcement or regulatory interpretation could have a significant impact on some portion of CROPS’ business, 

causing those activities to be economically re-evaluated at that time. There is no assurance that future changes in 

environmental regulation, if any, will not adversely affect CROPS’ operations. CROPS intends to fully comply with 

all environmental regulations in every country in which it is active. 

Risks of Non-Availability of Insurance 

Where considered practical to do so, CROPS will maintain insurance against risks in the operation of its business and 

in amounts that it believes to be reasonable. Such insurance, however, will contain exclusions and limitations on 

coverage. There can be no assurance that such insurance will continue to be available, will be available at economically 

acceptable premiums or will be adequate to cover any resulting liability. In some cases, such as with respect to 

environmental risks, coverage is not available or considered too expensive relative to the perceived risk. 



 

- 32 - 
 

Competition 

CROPS’ business is intensely competitive and CROPS will compete with other mineral resource companies, many of 

which have greater resources and experience. Competition in the metals mining industry is primarily for mineral-rich 

properties which can be developed and can produce economically; the technical expertise to find, develop, and operate 

such properties; the labour to operate the properties; and the capital for the purpose of funding such properties. Many 

competitors not only explore for and mine metals, but also conduct refining and marketing operations on a world-wide 

basis. Such competition may result in CROPS being unable to acquire desired properties, to recruit or retain qualified 

employees or to acquire the capital necessary to fund its operations and develop its properties. CROPS’ inability to 

compete with other companies for these resources would have an adverse effect on CROPS’ results of operation and 

business. 

Loss of Key Personnel  

CROPS depends on a number of key personnel, the loss of any one of whom could have an adverse effect on CROPS. 

CROPS will not have and is not expected to purchase key person insurance on such individuals, which insurance 

would provide CROPS with insurance proceeds in the event of their death. Without key person insurance, CROPS 

may not have the financial resources to develop or maintain its business until it replaces the individual. The 

development of the business of CROPS will be dependent on its ability to attract and retain highly qualified 

management and operational personnel. CROPS will face competition for personnel from other employers. If CROPS 

is unable to attract or retain qualified personnel as required, it may not be able to adequately manage and implement 

its business plan. 

Conflicts of Interest 

CROPS’ directors and officers may serve as directors or officers of other natural resource companies or companies 

providing services to CROPS, including companies set out in “Part VII – Information Concerning the Resulting Issuer 

– Directors, Officers and Promoters”, or they may have significant shareholdings in other resource companies. 

Situations may arise where the directors and/or officers of CROPS may be in competition with CROPS. Any conflicts 

of interest will be subject to and governed by the law applicable to directors’ and officers’ conflicts of interest. In the 

event that such a conflict of interest arises at a meeting of CROPS’ directors, a director who has such a conflict will 

abstain from voting for or against the approval of such participation or such terms. From time to time several 

companies may participate in the acquisition, exploration and development of natural resource properties thereby 

allowing for their participation in larger projects, permitting involvement in a greater number of projects and reducing 

financial exposure in respect of any one project. It may also occur that a particular company will assign all or a portion 

of its interest in a particular project to another of these companies due to the financial position of CROPS. In 

accordance with Applicable Laws, the directors of CROPS are required to act honestly, in good faith and in the best 

interests of CROPS. In determining whether or not CROPS will participate in a particular project and the interest 

therein to be acquired by it, the directors will primarily consider the degree of risk to which CROPS may be exposed 

and its financial position at that time. 

Currency Risk 

Currency fluctuations may affect the costs CROPS incurs at its operations and may affect CROPS’ operating results 

and cash flows. Zinc and other metals and mined resources are sold throughout the world based principally on the US 

dollar price. Fluctuation in these and other currencies coupled with stable or declining metal prices may have an 

adverse effect on CROPS’ earnings, in the event it has any, halt or delay development of new projects, and reduce 

funds available for further mineral exploration. 

Credit risk 

Credit risk is the risk of an unexpected loss if a party to its financial instruments fails to meet its contractual obligations. 

CROPS financial assets exposed to credit risk will be primarily composed of cash and amounts receivable. While 

CROPS will attempt to mitigate its exposure to credit risk, there can be no assurance that unexpected losses will not 

occur. Such unexpected losses could adversely affect CROPS. 
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Interest rate risk 

Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes in 

market interest rates. CROPS has not entered into any derivative contracts to manage this risk. 

CROPS will be exposed to interest rate changes on its investments that are expected to pay interest, and any credit 

facilities it may have that bear interest at a floating rate. Changes in the prime lending rate would affect earnings and 

could adversely affect CROPS’ profitability. 

Share Price Fluctuations 

In recent years, the securities markets have experienced a high level of price and volume volatility, and the market 

price of securities of many companies, particularly those considered development stage companies (such as CROPS), 

have experienced wide fluctuations in price which have not necessarily been related to the operating performance, 

underlying asset values or prospects of such companies. There can be no assurance that continued fluctuations in price 

will not occur. 

Discretion Regarding Use by Resulting Issuer of Available Funds 

CROPS intends to use its funds as described in this Circular under “Part VII – Information Concerning the Resulting 

Issuer – Available Funds and Principal Purposes – Principal Purposes of Funds”. However, CROPS’ management 

will have discretion in the actual application of available funds. CROPS may elect to allocate available funds 

differently than as described herein if CROPS believes it would be in CROPS’ best interests to do so. The failure 

by CROPS’ management to apply these funds effectively could have an adverse effect on CROPS, its business or 

its financial performance. 

PART V – INFORMATION CONCERNING CROPS INC. 

Corporate Structure 

Name and Incorporation 

CROPS was incorporated under the BCBCA on April 30, 1993 and continued into the Yukon on April 23, 2018. 

The head office and registered office of CROPS is located at 200 Burrard Street, Suite 650, Vancouver, British 

Columbia, V6C 3L6. 

General Development of the Business  

History  

CROPS was initially engaged in the acquisition and exploration of mineral resource properties and commenced 

exploration work on two properties in the Yukon Territory, Canada in 1995.  In September 1996, CROPS’ Common 

Shares were listed on the Vancouver Stock Exchange (now called the TSXV), and in early 1997, it conducted an 

exploration program on a property located in Honduras, Central America.  CROPS subsequently disposed of its mineral 

property interests and in 1999, changed its business to e-commerce in order to commence development of an 

international business to business, online auction hub for the sale of industrial equipment and excess assets.  In 2000, 

CROPS discontinued the development of its internet auction website in view of unfavourable market conditions, lack 

of funds and the failure of the contracted internet auction site developer to perform. 

In order to revert back to mineral exploration, CROPS changed its business focus to natural resources in 2002 with the 

aim of acquiring and exploring mineral properties.  CROPS, however, remained dormant with minimal cash resources 

and no business activity for several years.  In 2009, CROPS re-activated, acquiring a mineral property interest in Peru 

and raising funds to carry out exploration work on the property.  Since 2009, CROPS held interests in several mineral 
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properties located in Mexico, Peru and Colombia, and focused its acquisition and exploration activities on properties 

hosting phosphate mineralization in addition to properties containing precious and base metals.  

In 2015, CROPS acquired a 70% interest in the Bayovar 12 phosphate project (the “Bayovar Project”) in Peru. In 

2016, CROPS prepared a pre-feasibility study for the possible production of phosphate rock from the Bayovar Project. 

Shortly thereafter, the market prices for phosphate rock to be sold into the fertilizer industry dropped dramatically – 

well below the price that would justify the development of the Bayovar Project. In light of the cost to maintain the 

phosphate concession and the lack of interest from third parties to invest in the development of phosphate from the 

property, the Board of Directors determined in early 2020 that it was in the best interests of CROPS and its Shareholders 

to relinquish CROPS’ rights to the Bayovar Project. 

Effective in 2018, CROPS changed its fiscal year end from November 30 to December 31, resulting in a 13-month 

fiscal year for 2018. 

CROPS remains a junior resource company focused primarily on the acquisition and exploration of mineral properties. 

Its shares trade on the TSXV under the symbol “COPS” and it is a reporting issuer in Alberta and British Columbia. 

CROPS has no current sources of revenue.  

Financing 

Concurrent with the Transaction, CROPS will raise approximately $3,300,000 pursuant to a Private Placement of 

Subscription Receipts at a price of $0.10 per Subscription Receipt. The Private Placement will close into escrow and 

upon satisfaction of the conditions to complete the Transaction, assuming receipt of all requisite approvals, each 

Subscription Receipt issued pursuant to the Private Placement will be converted into one Post-Consolidation Share 

and the financing proceeds will be released.  CROPS may pay a 6% cash finder’s fee for a portion of the Private 

Placement.  

Selected Consolidated Financial Information and Management’s Discussion and Analysis  

Selected Information  

 

Nine Months Ended  

September 30, 2020 

Year Ended  

December 31, 2019 

(audited) 

13 Months Ended  

December 31, 2018 

(audited) 

Year Ended  

November 30, 2017 

(audited) 

Loss from operations $758,380 $1,606,958 $2,059,930 $2,620,806 

Amounts deferred in connection 

with the Transaction 

Nil Nil Nil Nil 

CROPS’ interim financial statements for the nine-month period ended September 30, 2020, and annual audited 

financial statements for the fiscal periods ended December 31, 2019 and December 31, 2018 are attached to this 

Information Circular as Schedule “B”, and should be read in conjunction with this Information Circular. 

Pro forma financial statements for CROPS as the Resulting Issuer, after giving effect to the Transaction, are attached 

to this Circular as Schedule “C”. 

Management’s Discussion and Analysis 

CROPS’ interim MD&A for the nine-month period ended September 30, 2020, and annual MD&A for the fiscal 

periods December 31, 2019, and December 31, 2018 are attached to this Information Circular as Schedule “D”, and 

should be read in conjunction with this Information Circular.  

Description of Securities 

Holders of CROPS’ Shares are entitled to one vote per share at all meetings of Shareholders. As a class, the 

Shareholders are entitled to receive any dividend declared by the Board of Directors. As a class, the holders have the 
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right to receive the remaining property of CROPS in the event of the liquidation, dissolution or winding-up of the 

CROPS, whether voluntary or involuntary. 

Securities Authorized for Issuance Under Equity Compensation Plan 

The only equity compensation plan which CROPS has in place is the Stock Option Plan which was previously 

approved by the shareholders on June 27, 2019.  The Stock Option Plan was established to provide incentives to 

qualified parties to increase their proprietary interest in CROPS and thereby encourage their continuing association 

with CROPS.  The Stock Option Plan provides that the number of Common Shares of CROPS issuable under the 

Stock Option Plan, together with all of CROPS’ other previously established or proposed share compensation 

arrangements, may not exceed 10% of the total number of issued and outstanding Common Shares.  The material 

terms of the Stock Option Plan are set out above under the heading “Particulars of Matters to be Acted Upon – Re-

approval of Stock Option Plan”. 

The following table sets out information regarding compensation plans under which equity securities of CROPS are 

authorized for issuance, as at December 31, 2019: 

Plan Category 

Number of securities to be 

issued upon exercise of 

outstanding options, 

warrants and rights 

Weighted-average exercise 

price of outstanding options, 

warrants and rights 

Number of securities 

remaining available for 

future issuance under equity 

compensation plans 

Equity compensation plans 

approved by securityholders 

962,500 $0.87 6,026,562 

Equity compensation plans not 

approved by securityholders 

Nil N/A Nil 

Total 962,500 N/A 6,026,562 

Prior Sales 

CROPS has not issued any securities within the 12 months preceding this Information Circular. 

Stock Exchange Price 

CROPS’ Common Shares are listed and posted for trading on the TSXV under the symbol “COPS”. The following 

table provides the price range and volume for the Common Shares for the periods indicated on a quarterly or monthly 

basis as applicable. On September 9, 2020, upon the request of CROPS, in connection with the application of CROPS 

to the TSXV for approval of the Transaction, the trading of CROPS Shares has been halted pending the approval of 

the Transaction.  

Period 

High 

($) 

Low  

($) Volume 

Q1 – 2019 $0.05 $0.025 2,180,550 

Q2 – 2019 $0.035 $0.02 3,686,855 

Q3 – 2019 $0.025 $0.015 3,147,488 

Q4 – 2019 $0.02 $0.005 2,992,582 

Q1 – 2020 $0.035 $0.01 3,515,068 

Q2 – 2020 $0.02 $0.01 1,823,913 

Q3 - 2020 $0.025 $0.01 16,243,337 

Q4 - 2020 N/A N/A N/A 

January 2021 N/A N/A N/A 
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Executive Compensation 

Oversight and Description of Director and NEO Compensation 

The following provides information about CROPS’ compensation of its Chief Executive Officer, Chief Financial 

Officer, and, if applicable, its three most highly compensated individuals acting as, or in a like capacity as, executive 

officers of CROPS (the “NEOs”).  During CROPS’ most recently completed financial year, being the financial year 

ended December 31, 2019, and during the nine months ended September 30, 2020, the only NEOs were Simon 

Ridgway, former Chief Executive Officer, Gordon Tainton, former President, and Kevin Bales, Chief Financial 

Officer. 

Compensation Excluding Compensation Securities 

The following summarizes compensation, excluding Compensation Securities (as defined below), paid or payable to 

NEOs and directors of CROPS during the nine months ended September 30, 2020 and the fiscal years ended December 

31, 2019 and 2018: 

Name and Position Period 

Salary, 

Consulting 

Fee, 

Retainer or 

Commission 

($) 

Bonus 

($) 

Committee 

or Meeting 

Fees 

($) 

Value of 

Perquisites 

($) 

Value of All 

Other 

Compensation 

($) 

Total 

Compensation 

($) 

Simon Ridgway 

Director & former 

CEO 

2020(1) 29,500(2) Nil Nil Nil Nil 29,500 

2019 42,000(2) Nil Nil Nil Nil 42,000 

2018 45,500(2) Nil Nil Nil Nil 45,500 

Gordon Tainton 

Director & former 

President 

2020(1) Nil Nil Nil Nil Nil Nil 

2019 70,000 Nil Nil Nil Nil 70,000 

2018 137,639(3) Nil Nil Nil Nil 137,639 

Kevin Bales 

CFO 

2020(1) 7,150(4) Nil Nil Nil Nil 7,150 

2019 13,292(4) Nil Nil Nil Nil 13,292 

2018 25,071(4) Nil Nil Nil Nil 25,071 

Mario Szotlender 

Director 

2020(1) Nil Nil Nil Nil Nil Nil 

2019 Nil Nil Nil Nil Nil Nil 

2018 Nil Nil Nil Nil Nil Nil 

David Cass 

Director 

2020(1) Nil Nil Nil Nil Nil Nil 

2019 Nil Nil Nil Nil Nil Nil 

2018 Nil Nil Nil Nil Nil Nil 

Ralph Rushton 

Director 

2020(1) Nil Nil Nil Nil Nil Nil 

2019 Nil Nil Nil Nil Nil Nil 

2018 Nil Nil Nil Nil Nil Nil 

Tim Osler 

Director 

2020(1) Nil Nil Nil Nil Nil Nil 

2019 Nil Nil Nil Nil Nil Nil 

2018 Nil Nil Nil Nil Nil Nil 
Notes: 

(1) The nine-month period ended September 30, 2020. 

(2) Paid or payable to Mill Street Services Ltd. (“Mill Street”) for the services of Simon Ridgway as CEO of CROPS; 

(3) During the fiscal year ended December 31, 2018, 229,166 Common Shares with a fair value of $25,208 were issued to Mr. Tainton for services 

provided as President, of which $7,639 is included in the 2018 fiscal year amount shown above, and $17,569 was charged to the 2017 fiscal 
year;  

(4) Paid or payable to Gold Group Management Inc. (“Gold Group”) for the services of Kevin Bales as CFO of CROPS. 

Compensation Securities 

CROPS did not grant or issue any stock options, convertible securities, exchangeable securities and similar 

instruments including stock appreciation rights, deferred share units or restricted stock units (collectively 

“Compensation Securities”) to its NEOs and directors during the nine months ended September 30, 2020 and the 

fiscal years ended December 31, 2019 and 2018.   
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CROPS’ NEOs and directors did not exercise any Compensation Securities during the nine months ended September 

30, 2020 and the fiscal years ended December 31, 2019 and 2018. 

Stock Option Plans and Other Incentive Plans 

CROPS’ only long-term incentive plans is the Stock Option Plan, the material terms of which are set out under the 

heading “Matters to be Acted Upon at the Meeting – Re-approval of the Stock Option Plan” herein, 

Compensation Agreements or Arrangements 

Pursuant to an agreement dated effective June 1, 2019, Mill Street is paid a monthly fee for the corporate development 

and financial advisory consulting services of Simon Ridgway.  The agreement has no fixed expiry date and contains 

provisions regarding fees and expenses, and termination of services.  The agreement may be terminated by Mill Street 

on three months’ notice and by CROPS without cause on 12 months’ notice.  If, on December 31, 2019, CROPS had 

terminated the agreement without cause, $10,500 would have been payable to Mill Street.  Mill Street is controlled by 

Mr. Ridgway.    

Pursuant to an agreement dated effective July 1, 2012, as amended June 1, 2019, Gold Group is reimbursed by CROPS 

on a monthly basis for certain shared costs and other business related expenses paid by Gold Group on behalf of 

CROPS, including the services of CROPS’ Chief Financial Officer.  The agreement may be terminated by Gold Group 

on three months’ notice and by CROPS on 12 months’ notice.  Gold Group is controlled by Simon Ridgway, the CEO 

of CROPS. 

Subsequent to December 31, 2019, James Walchuck was appointed as President of CROPS in the place of Gordon 

Tainton.  From September 1 to December 31, 2020, $24,000 was paid or payable for his services as President.  CROPS 

had no written agreement with Mr. Walchuck regarding these services. 

On January 29, 2021, Kerem Usenmez was appointed President and CEO of CROPS in the place of James Walchuck 

and Simon Ridgway, respectively.  A monthly fee of $10,000 will be payable to Mr. Usenmez for his services as 

President and CEO. 

Oversight and Description of Director and NEO Compensation 

CROPS does not have a formal compensation program.  The Board relies on the experience of its members as officers 

or directors of other junior exploration companies to ensure that total compensation paid to CROPS’ NEOs and 

directors is fair and reasonable.  The Board meets periodically to discuss and determine such compensation, without 

reference to formal objectives, criteria or analysis.  

The general philosophy of CROPS’ compensation strategy is to: (a) encourage management to achieve a high level of 

performance and results with a view to increasing long-term shareholder value; (b) align management’s interests with 

the long-term interest of shareholders; (c) provide a compensation package that is designed to attract and retain highly 

qualified executives and directors; and (d) ensure that total compensation paid takes into account CROPS’ overall 

financial position. 

Compensation of CROPS’ NEOs is comprised of salaries and/or incentive stock options.  Stock options were most 

recently granted to NEOs and directors in 2013, and CROPS may in the future grant incentive stock options to its 

NEOs and directors.   

In establishing levels of cash compensation and the granting of stock options, the individual’s performance, level of 

expertise, and responsibilities are considered.  Stock options are generally granted at the time of the individual’s hiring 

or appointment and periodically thereafter.  Previous grants of options are taken into account by the Board when they 

consider the granting of new stock options.  

Incentive stock options are granted pursuant to the Stock Option Plan which is designed to encourage share ownership 

on the part of CROPS’ management, directors, employees and consultants.  The Board believes that the Stock Option 
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Plan aligns the interests of CROPS’ personnel with shareholders by linking compensation to the longer term 

performance of CROPS’ shares.  The granting of incentive stock options is an important component of executive 

compensation as it allows CROPS to reward each executive officer’s efforts to increase shareholder value without 

requiring the use of CROPS’ cash reserves.   

Corporate Governance Practices 

The Board is of the view that CROPS’ corporate governance practices are appropriate and effective for CROPS given 

its relatively small size and limited operations.  CROPS’ method of corporate governance allows for CROPS to operate 

efficiently, with simple checks and balances that control and monitor management and corporate functions without 

excessive administrative burden. 

Pursuant to National Instrument 58-101, Disclosure of Corporate Governance Practices (“NI 58-101”), CROPS is 

required to and hereby discloses its corporate governance practices as follows: 

Board of Directors 

The Board considers Mario Szotlender, Ralph Rushton, David Cass, and Tim Osler to be “independent” according to 

the definition set out in NI 58-101.  Simon Ridgway and Gordon Tainton are not independent as they are current or 

former officers of CROPS.   

The independent directors believe that their knowledge of CROPS’ business, and their independence are sufficient to 

facilitate the functioning of the Board independently of management.  The independent directors do not hold regularly 

scheduled meetings at which non-independent directors and members of management are not in attendance.  However, 

during the course of a directors’ meeting, if they deem it appropriate, the independent directors may meet in camera.   

Directorships 

The directors of CROPS are presently directors of one or more other reporting issuers, as follows: 

Director Other Issuers 

Simon Ridgway Fortuna Silver Mines Inc. 

Medgold Resources Corp. 

Rackla Metals Inc. 

Radius Gold Inc. 

Volcanic Gold Mines Inc. 

Gordon Tainton Northern Lights Resources Corp 

Mario Szotlender Atico Mining Corporation 

Endeavour Silver Corp. 

Fortuna Silver Mines Inc. 

Radius Gold Inc. 

David Cass Latin Metals Inc. 

Rackla Metals Inc 

Ralph Rushton Aftermath Silver Ltd. 

Medgold Resources Corp. 

Revelo Resources Corp. 

Orientation and Continuing Education 

Management will ensure that a new appointee to the Board receives the appropriate written materials to fully apprise 

him or her of the duties and responsibilities of a director pursuant to applicable law and policy.  Each new director 

brings a different skill set and professional background, and with this information, the Board is able to determine what 

orientation to the nature and operations of CROPS’ business will be necessary and relevant to each new director. 
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Ethical Business Conduct 

The Board expects management to operate the business of CROPS in a manner that enhances shareholder value and 

is consistent with the highest level of integrity.  Accordingly, the Board has adopted a Code of Ethics which has been 

filed on SEDAR at www.sedar.com.  In addition, the Board must comply with conflict of interest provisions in 

Canadian corporate law, including relevant securities regulatory instruments, in order to ensure that directors exercise 

independent judgment in considering transactions and agreements in respect of which a director or executive officer 

has a material interest. 

The Board has also adopted a policy establishing the procedure for CROPS personnel to report, with protection from 

reprisals and on a confidential or anonymous basis, any concerns regarding accounting, audit, internal controls, or 

financial reporting.  Complaints are to be reported to the Chairman of CROPS’ Audit Committee. 

Nomination of Directors 

Given CROPS’ current stage of development and size of the Board, the Board is presently of the view that it functions 

effectively as a committee of the whole with respect to the nomination of directors.  The entire Board will assess 

potential nominees and take responsibility for selecting new directors.  The nominees are generally the result of 

recruitment efforts by the Board members, including both formal and informal discussions among Board members 

and the CEO of CROPS. 

Other Board Committees 

The only Board committee of CROPS is the Audit Committee. 

Assessments 

CROPS has no formal means or methods to regularly assess the Board, its committees or the individual directors with 

respect to their effectiveness and contributions. The contributions of an individual director are informally monitored 

by the other Board members, having in mind the business strengths of the individual and the purpose of originally 

nominating the individual to the Board. 

Audit Committee 

Pursuant to the provisions of National Instrument 52-110 (“NI 52-110”), CROPS’ Audit Committee has adopted a 

written charter (the “Charter”) that sets out its mandate and responsibilities. The Charter is attached hereto as 

Schedule “E”. As CROPS is a “venture issuer” (as defined in NI 52-110), it is relying on the exemption provided to it 

in Section 6.1 of NI 52-110 with respect to audit committee reporting obligations.  

The Audit Committee of CROPS consists of David Cass, Mario Szotlender and Tim Osler, of whom all are considered 

“independent” and “financially literate”, within the meanings given to those terms in NI 52-110. The education and 

experience of each audit committee member that is relevant to the performance of his responsibilities as an audit 

committee member is as follows: 

Audit Committee Member Education and Experience 

David Cass Mr. Cass is a geologist with over 25 years of international experience in mineral 

exploration and mining for precious and base metals, with most of this experience 

focused in Latin America. He is the Vice President of Exploration for Bluestone 

Resources Inc. and is a board and audit committee member for two public companies. 

Mr. Cass is a practicing member (P.Geo.) of the Engineers and Geoscientists of British 

Columbia and Fellow of the Society of Economic Geologists. Mr. Cass’ experience 

and expertise allows him to analyze and evaluate CROPS’ financial statements. 

Mario Szotlender Mr. Szotlender holds a degree in international relations and has successfully directed 

Latin American affairs for numerous private and public companies over the past 25 

years. He has been involved in various mineral exploration and development joint 

ventures (precious metals and diamonds) in Central and South America, including 

http://www.sedar.com/
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Audit Committee Member Education and Experience 

heading several mineral operations in Venezuela, including Las Cristinas in the 1980’s. 

Mr. Szotlender is a director and/or audit committee member of several other publicly-

traded resource companies, and consults to several private exploration companies.  Mr. 

Szotlender’s experience and expertise allows him to analyze and evaluate CROPS’ 

financial statements. 

Tim Osler Mr. Osler has owned and operated a mining consulting and retail mining equipment 

business, and has developed a gold mining placer property in the Yukon Territory.  Mr. 

Osler’s experience and expertise allows him to analyze and evaluate CROPS’ financial 

statements. 

The Committee has adopted specific policies and procedures for the engagement of non-audit services, all as more 

particularly described in the Audit Committee’s Charter under the heading “Responsibilities and Authority”. Fees 

billed to CROPS during the past two fiscal years for services by the external auditors are as follows:  

Fee 2019 

(Smythe LLP) 

2018 

(BDO Canada LLP) 

Audit Fees $60,000 $90,000 

Audit Related Fees Nil Nil 

Tax Fees $7,500 $4,750 

All Other Fees Nil Nil 

Total $67,500 $94,750 

“Audit Fees” are the aggregate fees billed for the audit of CROPS consolidated annual financial statements.  

“Audit-Related Fees” are fees charged for assurance and related services that are reasonably related to the performance 

of the audit or review of CROPS’ financial statements and are not reported under “Audit Fees”.  

“Tax Fees” are fees for tax return preparation.  

“All Other Fees” are amounts not included in the categories above. 

Assessments 

CROPS has not determined formal means or methods to regularly assess the Board, its committees or the individual 

directors with respect to their effectiveness and contributions.  The Board periodically reviews its own performance 

and effectiveness as well as the charters of its committees.  Effectiveness is subjectively measured by comparing actual 

corporate results with stated objectives.  The contributions of an individual director are informally monitored by the 

other Board members, having in mind the business strengths of the individual and the purpose of originally nominating 

the individual to the Board. 

Management Contracts 

Management functions of CROPS are, and since the beginning of the most recently completed financial year have 

been, performed by the Directors and executive officers of CROPS, and are not to any substantial degree performed 

by any other person or corporation. 

Non-Arm’s Length Transactions 

Other than as disclosed in this Information Circular, no insider, proposed nominee for election as a director, or any 

associate or affiliate of the foregoing, had any material interest, direct or indirect, in any transaction or proposed 

transaction within 24 months prior to the date of this Information Circular which has materially affected or would 

materially affect CROPS or its subsidiaries.  
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Arm’s Length Transaction 

Prior to completion of the Transaction, the Superior Group is at arm’s length to CROPS, and none of the directors or 

officers of CROPS are directors, officers or shareholders of the Superior Group, and vice versa. 

Legal Proceedings 

There is no claim, suit, action, arbitration, review, proceeding or investigation pending, or to the knowledge of 

CROPS, threatened by or against CROPS or affecting any of its properties, assets or businesses before or by any 

Governmental Authority that if adversely determined, individually or in the aggregate, would have a material adverse 

effect on CROPS or prevent or delay consummation of the Transaction or the other transactions contemplated by the 

RTO Agreement, nor to the knowledge of CROPS is there any basis for any such claim, suit, action, arbitration, 

review, proceeding or investigation. 

CROPS is not subject to any outstanding judgment, order, award, writ, injunction or decree which would have a 

material adverse effect on CROPS or prevent or delay the consummation of the Transaction or the other transactions 

contemplated by the RTO Agreement. 

Auditor, Transfer Agents and Registrar 

The auditor of CROPS is Smythe LLP, located at 1700 - 475 Howe Street, Vancouver, British Columbia, V6C 2B3. 

The transfer agent and registrar of CROPS is Computershare, at 510 Burrard Street, 3rd Floor, Vancouver, British 

Columbia V6C 3B9. 

Material Contracts 

Except for contracts entered into in the ordinary course of business, the only material contracts to which CROPS is a 

party is the RTO Agreement. A copy of the RTO Agreement is available for review at CROPS’ SEDAR profile at 

www.sedar.com.  

PART VI – INFORMATION CONCERNING PICK LAKE 

Pick Lake Mining Limited - Corporate Structure 

Name and Incorporation 

Pick Lake Mining Limited was incorporated under the Nova Scotia Companies Act on August 22, 2019.  

The registered office of Pick Lake is located at 1300-1969 Upper Water Street Purdy’s Warf Tower II, Halifax, Nova 

Scotia B3J 3R7. 

Intercorporate Relationships 

At the time of this Circular, Pick Lake is a wholly owned subsidiary of Ophiolite, which is a subsidiary of Superior 

Lake, an ASX-listed company incorporated under the laws of Australia.  

http://www.sedar.com/
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Superior Group - Prior to Superior Restructure  

 

 

Superior Lake 

Resources Limited 

(incorporated in AUS, 

ASX Listed) 

Ophiolite Holdings 

Pty Ltd  

(incorporated in AUS) 

Minority Shareholders 

Pick Lake Mining 

Limited (incorporated 

in Nova Scotia CAN) 

Superior Lake 

Project 

87.5% 

12.5% 

Superior Mining Pty 

Ltd (incorporated in 

AUS) 

100% 

100% 
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Superior Group - After Superior Restructure  

 

Development of the Business 

History 

Pick Lake was incorporated on August 22, 2019 as a special purpose vehicle to sell the Superior Lake Project. Prior 

to completion of the Transaction, Pick Lake, Ophiolite and Superior Lake will complete the following restructuring 

with respect to the Superior Lake Project (the “Superior Restructure”): 

(a) Ophiolite will transfer its interest in the Tenements and any other Licences associated with the 

Tenements to Pick Lake; notwithstanding certain claims that will remain with Ophiolite 

(Complete); 

Superior Lake 

Resources Limited 

(incorporated in AUS, 

ASX Listed) 

Ophiolite Holdings Pty 

Ltd  

(incorporated in AUS) Minority Shareholders 

Pick Lake Mining 

Limited (incorporated in 

Nova Scotia CAN) 

Superior Lake 

Project 

87.5% 

12.5% 

Superior Mining Pty 

Ltd  

(incorporated in AUS) 

100% 

100% 
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(b) Ophiolite will assign its interest in the Pick Lake Option Agreement to Pick Lake; (Complete) 

(c) Ophiolite will complete the Winston Lake Extension Payment; and 

(d) Ophiolite will assign its interest in the Winston Lake Option Agreement to Pick Lake. (Complete) 

The Superior Restructure is currently planned to complete in February 2021, prior to completion of the Transaction. 

As consideration for Pick Lake’s acquisition of the Tenements and Ophiolite’s interests in the Winston Lake Option 

Agreement and Pick Lake Option Agreement, Pick Lake will issue to Ophiolite an additional 13,509,000 common 

shares in the capital of Pick Lake, with a par value of $1. Pursuant to the RTO Agreement, CROPS has agreed to 

purchase the Sale Shares from Ophiolite (including the additional Pick Lake common shares issued to Ophiolite as 

part of the Superior Restructure). Following the Superior Restructure: 

(a) Pick Lake will have net assets of $1,368,449; and 

(b) Pick Lake must comply with the terms and conditions of the Pick Lake Option Agreement and 

Winston Lake Option Agreement. 

The Superior Restructure will be a related party transaction between Pick Lake and its sole shareholder at that time, 

Ophiolite. 

Description of the Business 

Pick Lake Mining Limited was incorporated as a special purpose vehicle for Superior Lake to sell the Superior Lake 

Project. The Superior Lake Project is considered to be in the exploration stage and has not earned any revenue. 

The technical information in this section concerning the Superior Lake Project is adopted from the Technical Report 

that is made available on CROPS’ SEDAR profile at www.sedar.com, and a summary of which is attached hereto as 

Schedule “F”.  

Superior Lake Project 

For a detailed description of the Superior Lake Project, please refer to the summary of the Technical Report attached 

as Schedule “F” hereof. For a comprehensive list of the Tenements constituting the Superior Lake Project, please refer 

to Schedule 1 – Tenements appended to the RTO Agreement that is made available on CROPS’ SEDAR profile at 

www.sedar.com. 

Financial Information  

Pick Lake’s audited annual financial statements for the period ended December 31, 2019 and unaudited interim 

financial statements for the nine-month period ended September 30, 2020 are included and attached to this Information 

Circular as Schedule “G” and should be read in conjunction with this Information Circular. 

As a predecessor entity to Pick Lake, Superior Lake’s audited annual financial statements for the fiscal year ended 

December 31, 2019 and unaudited interim financial statements for the nine-month period ended September 30, 2020 

are included and attached as Schedule “H” to this Information Circular and should be read in conjunction with this 

Information Circular.  

Management’s Discussion and Analysis  

Pick Lake’s annual MD&A for the period ended December 31, 2019 and interim MD&A for the nine-month period 

ended September 30, 2020 are attached to this Information Circular as Schedule “I” and should be read in conjunction 

with this Information Circular.  

http://www.sedar.com/
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Selected Financial Information 

The following financial data is derived from the financial statements of Pick Lake for the periods ended December 

31, 2019 and the nine months ended September 30, 2020.  

Selected Annual Financial Information 

 December 31, 2019 

Nine-month period ended  

September 30, 2020 

(Unaudited) 

Net sales Nil Nil 

Net loss Nil Nil 

Total assets $10 $10 

Total liabilities Nil Nil 

Selected Quarterly Financial Information (unaudited) 

  2020 Q1 2020 Q2 2020 Q3 

Net sales Nil Nil Nil 
Income from continuing operations    

Net income/loss Nil Nil Nil 
Total assets $10 $10 $10 

Total liabilities Nil Nil Nil 

Prior quarterly information has not been provided, as Pick Lake was incorporated on August 22, 2019. 

Trends 

There are no known trends, commitments, events or uncertainties that are presently known to management of Pick 

Lake and reasonably expected to have a material effect on Pick Lake’s business, financial condition or results of 

operations. 

Description of the Securities 

Pick Lake’s authorized share capital consists of an unlimited number of common shares, of which 10 common shares 

are issued and outstanding as at the date of this Circular and all of which as at the date of this Circular are owned by 

Ophiolite. Pursuant to the RTO Agreement, upon completion of the Transaction, assuming receipt of requisite 

approvals, all issued and outstanding common shares of Pick Lake will be transferred to CROPS, which will become 

the sole shareholder of Pick Lake. 

Other than the RTO Agreement, there are no outstanding options, warrants, conversion privileges, rights, agreements, 

understandings, commitments or other obligations or convertible securities entitling any person to acquire common 

shares of Pick Lake. 

Prior Sales 

With exception of the 13,509,000 common shares of Pick Lake issued to Ophiolite as part of the Superior Restructure, 

there have been no sales of securities of Pick Lake within the 12-month period before the date of filing this Circular. 

Stock Option Plan 

Pick Lake does not have an incentive stock option plan.  
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Executive Compensation and Management Contracts 

Pick Lake does not award compensation to its directors and officers and no agreements exist pursuant to which current 

directors and offices of Pick Lake are entitled to receive any compensation, severance or any other payment upon 

termination of their services, including by reason of change of control. 

Non-Arm’s Length Transactions 

Except for the transactions contemplated by the Superior Restructure, as more particularly described in “Development 

of the Business”, Pick Lake is not a party to any other non-arm’s length transaction as at the date of this Circular. 

Legal Proceedings 

There are no legal proceedings material to Pike Lake to which Pick Lake is a party or of which any of its property is 

the subject matter. Additionally, to the reasonable knowledge of the management of Pick Lake or Ophiolite, there are 

no such proceedings contemplated. 

Material Contracts 

Pick Lake has not entered into any material contracts, except in the ordinary course of business. 

 

PART VII – INFORMATION CONCERNING THE RESULTING ISSUER 

The following information is presented on a post-Transaction basis and is reflective of the projected business, financial 

and share capital position of CROPS as the Resulting Issuer. This section only includes information respecting CROPS 

as the Resulting Issuer that is materially different from information provided earlier in this Information Circular. 

Following the completion of the Transaction, CROPS as the Resulting Issuer will carry on the business of mineral 

exploration. See the various headings under “Part V – Information Concerning CROPS Inc.” and “Part VI – 

Information Concerning the Target”, for additional information regarding CROPS, Pick Lake and the Superior Lake 

Project, respectively. See also the Pro Forma Financial Statements of the Resulting Issuer attached hereto as Schedule 

“C”. 

Corporate Structure  

Name and Incorporation 

The corporate name of the Resulting Issuer will be Metallum Resources Inc. It will be governed by the BCBCA upon 

its continuation into British Columbia on the completion of the Transaction. 

The head office and registered office of the Resulting Issuer will be located at 200 Burrard Street, Suite 650, 

Vancouver, British Columbia V6C 3L6. 

Intercorporate Relationships 

Upon completion of the Transaction, the corporate structure of the Resulting Issuer and its material subsidiaries will 

be as follows:  
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Description of the Business 

Following the closing of the Transaction, CROPS as the Resulting Issuer will continue the existing business of CROPS 

with respect to the acquisition, exploration and development of mineral properties.  Management intends to conduct 

a two-stage exploration program on the Superior Lake Project with the objective of expanding the size of the mineral 

resource in the Pick Lake area of the Project.  The first stage program will consist of a geophysical survey on four 

target areas, along with geochemical orientation surveys, at an estimated cost of $600,000. It is intended that the first 

stage program will commence promptly following completion of the Transaction and will take approximately 6 

months to complete.  

Dependent on the results of the first stage exploration program, it is intended to conduct a second stage program to 

test priority targets by exploration drilling.  A total of 5,000 metres of drilling is proposed, with such drilling and 

geological interpretation of results therefrom estimated to cost $2.0 million. 

Description of Securities of the Resulting Issuer 

Holders of CROPS’ Shares are entitled to one vote per share at all meetings of Shareholders. As a class, the 

Shareholders are entitled to receive any dividend declared by the Board of Directors. As a class, the holders have the 

right to receive the remaining property of CROPS in the event of the liquidation, dissolution or winding-up of the 

CROPS, whether voluntary or involuntary. 

Pro Forma Consolidated Capitalization 

Pro forma Consolidated Capitalization (unaudited) 

The following table sets forth the pro forma share and loan capital of CROPS, on a consolidated basis, after giving 

effect to the Transaction, including the Consolidation and conversion of the Subscription Receipts and the Debentures 

into Common Shares.  

Designation of Security Amount Authorized 

Amount Outstanding  

After Giving Effect to the  

Transaction  

(post- consolidated) 

Common Shares Unlimited 193,069,852 

Metallum Resources Inc.  

(British Columbia, Canada) 

Pick Lake Mining Limited 

(Nova Scotia, Canada) 

Superior Lake 

Project 

100% 

100% 
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Common Share Purchase Warrants N/A 2,555,353 

Stock Options 10% rolling plan 88,750 

Total: N/A 195,713,955 

See also Schedule “C” – Pro Forma Consolidated Financial Information of the Resulting Issuer. 

Fully Diluted Share Capital 

The following table states the number and percentage of securities of CROPS proposed to be outstanding on a fully 

diluted basis after giving effect to the Transaction, the Consolidation, the Private Placement and the Debenture 

Conversion. 

Securities 

Number 

(post -Consolidation) 

Approximate % -  

Fully Diluted 

Issued to Pre-Transaction CROPS Shareholders 6,989,062 3.57% 

Issuable upon conversion of Subscription Receipts issued 

pursuant to the Private Placement (1) 33,000,000 16.86% 

Issuable to Ophiolite pursuant to the Transaction 128,920,000 65.87 % 

Issuable upon Debenture Conversion 20,960,790 10.71% 

Issuable as Advisory Fee Shares 3,200,000 1.64% 

Total Common Shares 193,069,852 98.65% 

Common Shares reserved for exercise of Warrants 2,555,353 1.31% 

Common Shares reserved for exercise of Stock Options 88,750 0.04% 

Total (Fully-diluted) 195,713,955 100.00% 

Available Funds and Principal Purposes  

As at December 31, 2020, CROPS had an estimated working capital deficiency of $6,383,608 (which includes 

$5,210,160 in convertible debenture liabilities to be settled by the Debenture Conversion). The funds available to 

CROPS as the Resulting Issuer after giving effect to the Transaction and the Private Placement is estimated to be 

approximately $3,190,000, being the estimated net proceeds of the Private Placement. See Schedule “C” – Pro Forma 

Consolidated Financial Information of the Resulting Issuer.   

Use of Funds Amount 

Completion Cash Payment (A$200,000 plus $525,000)  $712,640 

Estimated remaining costs of the Transaction $100,000 

Current accounts payables $1,140,000 

Exploration program on the Superior Lake Project (as recommended in the Technical Report) $600,000 

General and administrative costs for next 12 months $500,000 

Unallocated $137,360 

Total:  $3,190,000 

Dividends 

The policy of CROPS is, and is expected to be, to retain earnings, if any, in order to finance future growth. CROPS 

has no intention of paying any dividends in the foreseeable future. Any future decision to pay cash dividends will be 

left to the discretion of the Board of Directors of CROPS as the Resulting Issuer and will depend on CROPS’ financial 

position, operating results and capital requirements at the time as well as such other factors as the Board of Directors 

may consider relevant. 
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Principal Securityholders 

The following table sets forth the shareholdings of those Persons who are anticipated to own of record beneficially, 

directly or indirectly, or exercise control or direction over, more than 10% of the issued and outstanding shares of 

CROPS as the Resulting Issuer after giving effect to the Transaction.  

 

Number and Percentage of Resulting 

Issuer Shares held after giving effect to 

the Transaction (Undiluted), including 

conversion of the Subscription Receipts 

issued pursuant to the Private 

Placement into Common Shares 

Number and Percentage of Resulting Issuer 

Shares held after giving effect to the 

Transaction, (diluted) including conversion of 

the Subscription Receipts issued pursuant to 

the Private Placement into Common Shares 

  Number Percentage Number Percentage 

Ophiolite Holdings Pty Ltd (1) 128,920,000 66.8 128,920,000 65.9 

Sprott Inc. 22,597,164 11.7 22,597,164 11.6 

Notes:   

(1) Beneficially owned by Superior Lake. 

Directors, Officers and Promoters 

The following table sets forth the names, residences, principal occupations, and security holdings, beneficially owned, 

directly or indirectly, or over which control or direction will be exercised upon completion of the Transaction, of the 

proposed directors, officers and promoters of CROPS as the Resulting Issuer.  

Name, and  

Municipality of  

Residence (1) Principal Occupation for Past 5 Years  

Date became a 

director of 

CROPS  

 

 

 

 

 

 

Date became 

a director of 

Pick Lake 

Number and 

percentage of 

Resulting 

Issuer Shares 

owned or 

controlled 

after giving 

effect to the 

Transaction(2) 

Kerem Usenmez 

Director, President and 

CEO 

Oakville, ON 

Geological Engineer; Managing Partner of 

Atom Bits, April 2019 to Present; Director and 

General Manager of Spektra Drilling, 

November 2011 to March 2019; President of 

Forage Spektra, August 2012 to March 2019. 

Upon 

completion of 

the Transaction 

N/A Nil 

Simon Ridgway 

Director and Chairman 

Vancouver, BC 

Chair of Fortuna Silver Mines Inc. (mining), 

January 2005 to Present; CEO of Rackla 

Metals Inc. (mineral exploration), September 

2011 to Present; President & CEO of Radius 

Gold Inc. (mineral exploration), July 2004 to 

January 2021; Executive Chair or CEO of 

Volcanic Gold Mines Inc. (mineral 

exploration), August 2017 to Present. 

November 5, 

1996 

N/A 1,693,048(3) 

(0.88%) 

Gordon Tainton 

Director 

St. Prex, Switzerland 

Non-Executive Director of Northern Lights 

Resources Corp. (mineral exploration), 

December 2017 to present; Director of Grange 

Resources Limited (mineral exploration), 

January 2015 to present; President of CROPS, 

January 2017 to October 2020; Non-

Executive Director of NEOS Resources PLC 

(bio fuels), October 2013 to April 2017; Head 

of Market Development, Danakali Limited 

(mineral development), May 2015 to 

September 2016; Non-Executive Director, EV 

Metals Group PLC (energy metals), August 

2014 to February 2016. 

January 25, 2017 N/A 105,833 

(0.06%) 
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David Cass(4) 

Director 

Vancouver, BC 

Geologist; Mining Executive; VP Exploration 

of Bluestone Resources Inc. (mineral 

exploration), December 2017 to present; VP 

Exploration of CROPS Inc. (mineral 

exploration), December 2008 to January 2017. 

December 17, 

2008 

N/A 44,951 

(0.02%) 

Ralph Rushton(4) 

Director 

Vancouver, BC 

President & CEO of Aftermath Silver Ltd., 

September 2019 to present; Executive VP, 

Business Development of Prospero Silver 

Corp., September 2016 to present; VP 

Corporate Development of CROPS, October 

2009 to June 2016. 

December 18, 

2013 

N/A 23,442 

(0.01%) 

Tim Osler(4) 

Director 

Campbell River, BC 

Retired. May 30, 1995 N/A 5,043 

(0.003%) 

David Laing(4) 

Director 

Vancouver, BC 

Mining Engineer; Independent Mining 

Executive, November 2018 to present; Chief 

Operating Officer of Equinox Gold Corp. and 

predecessors (mining), August 2016 to 

November 2018; Chief Operating Officer of 

True Gold Mining Inc. (mining), June 2015 to 

April 2016. 

Upon 

completion of 

the Transaction 

N/A Nil 

Kevin Bales 

CFO 

Delta, BC 

Chief Financial Officer of CROPS, December 

2008 to Present; Chief Financial Officer of 

Medgold Resources Corp. (mineral 

exploration), March 2009 to Present; Chief 

Financial Officer of Rackla Metals Inc. 

(mineral exploration), October 2011 to 

Present; Chief Financial Officer of Radius 

Gold Inc. (mineral exploration), July 2009 to 

Present; Chief Financial Officer of Volcanic 

Gold Mines Inc. (mineral exploration), March 

2017 to Present; Chief Financial Officer of 

Western Pacific Resources Corp. (mineral 

exploration), August 2013 to October 2018. 

N/A N/A Nil 

Sally Whittall 

Corporate Secretary 

Maple Ridge, BC 

Corporate Secretary of CROPS, November 

1996 to Present; Corporate Secretary of 

Fortuna Silver Mines Inc. (mining), January 

2005 to Present; Corporate Secretary of 

Medgold Resources Corp. (mineral 

exploration), March 2009 to Present; 

Corporate Secretary of Rackla Metals Inc. 

(mineral exploration), December 2011 to 

Present; Corporate Secretary of Radius Gold 

Inc. (mineral exploration), December 2011 to 

Present; Corporate Secretary of Volcanic Gold 

Mines Inc.(mineral exploration), February 

2017 to Present. 

 

N/A N/A 1,181 

(0.001%) 

Notes:   

(1) The information as to residency, principal occupation, and Resulting Issuer Shares beneficially owned is not within the knowledge of the 

management of the Resulting Issuer and has been furnished by the respective individuals. 
(2) On a non-diluted basis, and does not include Common Shares which may be acquired by participation in the Private Placement. 

(3) Includes 1,142,767 Common Shares to be issued pursuant to the Debenture Conversion. 

(4) Member of the Audit Committee. 

 

Upon completion of the Transaction, it is expected that the directors and officers of the Resulting Issuer as a group 

will beneficially own, directly or indirectly, or exercise control or direction over 1,873,498 (1.0%) of the Resulting 

Issuer Shares.  

There will be no promoters of the Resulting Issuer. 
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Directorships 

The following table sets forth the proposed directors of CROPS who currently hold directorships with other reporting 

issuers as at the date hereof: 

Name of Director Reporting Issuer 

Simon Ridgway Fortuna Silver Mines Inc., Medgold Resources Corp., Rackla Metals 

Inc., Radius Gold Inc.,Volcanic Gold Mines Inc. 

Gordon Tainton Northern Lights Resources Corp. 

David Cass Latin Metals Inc., Rackla Metals Inc. 

Ralph Rushton Aftermath Silver Ltd., Medgold Resources Corp., Revelo Resources 

Corp. 

David Laing Fortuna Silver Mines Inc., Aton Resources Inc., Blackrock Gold Corp., 

Northern Dynasty Minerals 

Members of Management  

The following is additional information in respect of the proposed directors and members of management of the 

Resulting Issuer. Except as set out below, none of the Persons below has entered into a non-competition or non-

disclosure agreements with CROPS or Pick Lake and none of the above Persons proposes to enter into any such 

agreement with CROPS as the Resulting Issuer.  

Kerem Usenmez, Age 44, President, Chief Executive Officer and Director 

Mr. Usenmez is a Geological Engineer and a mining entrepreneur. He has more than 20 years of 

technical, business and management experience in geology, rock mechanics, drilling, mining and consulting. He holds 

a Masters in Engineering Geology & Geotechnical Studies, a Bachelors in Geological Engineering from Dokuz Eylul 

University, in addition to studying a Modular M.Sc. course in Applied Geophysics from Laurentian University. He is 

a Licensed Engineer in Manitoba and Ontario. Mr. Usenmez has been involved with various publicly traded company 

transaction including initial listings, mergers and acquisitions, and reorganizations, and has worked in mining projects 

in Canada, Turkey, Uruguay, Guyana, Chile, Peru, Mexico and Sudan. After working with Inco, Vale and Amec, he 

managed a drilling company, significantly increasing its revenues between 2012 and 2019. He co-owns Atom Bits, a 

growing diamond drilling bit manufacturer in Canada. He is a member of the Board of Directors of the PDAC and is 

the Co-Chair of Public Affairs Committee.  

Mr. Usenmez will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on an exclusive 

basis. 

Simon Ridgway, Age 72, Director and Chairman 

Mr. Ridgway is a successful prospector and mining financier, gaining his initial experience with grass roots mineral 

exploration.  Starting out as a prospector in the Yukon Territory in the 70’s, Mr. Ridgway and the teams under his 

guidance have discovered gold deposits in Honduras, Guatemala and Nicaragua and silver deposits in Mexico.  Mr. 

Ridgway is a founder and the Chairman of Fortuna Silver Mines and Medgold Resources, and founder of CROPS and 

Radius Gold. 

Mr. Ridgway will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on a non-exclusive 

basis. 

Gordon Tainton, Age 64, Director  

Mr. Tainton has over 25 years of experience at senior management levels in various sectors of the fertilizer industry, 

including inspection and testing services across all nutrients, distribution, port/terminal development, trading, 

shipping, off-take agreements, and project finance.  Within management teams, he has financed and developed 
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port/terminal projects for bulk liquid and solid products in the Americas, Asia and Oceania.  Mr. Tainton has held 

various executive and non-executive Board positions in both public and private companies. 

Mr. Tainton will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on a non-exclusive 

basis. 

David Cass, Age 55, Director  

Mr. Cass is a geologist with over 25 years of international experience in mineral exploration and mining for precious 

and base metals, with most of this time focused in Latin America.  He is the Vice President of Exploration for 

Bluestone Resources Inc. and is a board and audit committee member for two public companies.  Mr. Cass holds a 

M.Sc. in Mineral Exploration and Mining Geology, and a B.Sc. in Geology, and is a practicing member (P.Geo.) of 

the Engineers and Geoscientists of British Columbia and Fellow of the Society of Economic Geologists. 

Mr. Cass will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on a non-exclusive 

basis. 

Ralph Rushton, Age 57, Director  

Mr. Rushton holds a B.Sc. in Geology, an M.Sc. in Economic Geology, and a university certificate in business 

communications.  He has significant exploration and mining experience in a number of geological settings and terrains 

working for Anglo American PLC and Rio Tinto.  Since 2016 he has worked in business development and marketing 

for a number of junior resource companies.  Mr. Rushton is President and CEO of Aftermath Silver Ltd., and a director 

or advisor of several other publicly-traded resource companies.   

Mr. Rushton will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on a non-exclusive 

basis. 

Tim Osler, Age 68, Director  

Mr. Osler holds a B.Sc. in Marine Biology.  He has owned and operated a mining consulting and retail mining 

equipment business, and developed a gold mining placer property in the Yukon Territory.  He has been a director of 

a number of junior resource companies. 

Mr. Osler will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on a non-exclusive 

basis. 

David Laing, Age 64, Director 

Mr. Laing is a mining engineer and independent mining executive with global experience.  He was formerly Chief 

Operating Officer for Equinox Gold, True Gold Mining, and COO and EVP of Quintana Resources Capital.  He was 

an original executive of Endeavour Mining, a gold producer in West Africa.  He previously held senior positions in 

mining investment banking and debt advisory at Endeavour Financial, Standard Bank, MRDI, Bema Gold Corp., and 

various roles at Billiton. 

Mr. Laing will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on a non-exclusive 

basis. 

Kevin Bales, Age 54, Chief Financial Officer  

Mr. Bales has over 20 years of financial reporting experience in mining and information technology industries. He 

currently serves as CFO for several public junior exploration companies with operations in Canada, the U.S,. Latin 

America, and Europe. He holds a Bachelor of Management degree with a major in accounting. 
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Mr. Bales will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on a non-exclusive 

basis. 

Sally Whittall, Age 60, Corporate Secretary 

Ms. Whittall has over 30 years’ experience in corporate compliance and securities regulations.  She spent six years as 

a corporate security’s legal assistant in a major Vancouver law firm before joining CROPS and other publicly-traded 

resource companies as Corporate Secretary.  She has completed the Canadian Securities Course. 

Ms. Whittall will devote such time as is necessary to the affairs of CROPS as the Resulting Issuer on a non-exclusive 

basis. 

Committees of the Board of Directors  

Audit Committee 

The members of the Audit Committee will be David Laing, David Cass and Tim Osler, all of whom are independent 

(as defined in NI 52-110).  

Promoter Consideration 

There have been no promoters of CROPS or Pick Lake during the two years immediately preceding the date of this 

Information Circular.  

Corporate Cease Trade Orders or Bankruptcies  

Except as stated below, to the knowledge of CROPS, no proposed director or officer of the Resulting Issuer: 

(a) is, as at the date of the Circular, or has been, within 10 years before the date of the Circular, a 

director, CEO or CFO of any company (including CROPS) that: 

(i) was the subject, while the proposed director was acting in the capacity as director, CEO or 

CFO of such company, of a cease trade or similar order or an order that denied the relevant 

company access to any exemption under securities legislation, that was in effect for a 

period of more than 30 consecutive days; or  

(ii) was subject to a cease trade or similar order or an order that denied the relevant company 

access to any exemption under securities legislation, that was in effect for a period of more 

than 30 consecutive days, that was issued after the proposed director ceased to be a director, 

CEO or CFO but which resulted from an event that occurred while the proposed director 

was acting in the capacity as director, CEO or CFO of such company; or  

(b) is, as at the date of this Circular, or has been within 10 years before the date of the Circular, a director 

or executive officer of any company (including the CROPS) that, while that Person was acting in 

that capacity, or within a year of that Person ceasing to act in that capacity, became bankrupt, made 

a proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted 

any proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or 

trustee appointed to hold its assets; or 

(c) has, within the 10 years before the date of this Circular, become bankrupt, made a proposal under 

any legislation relating to bankruptcy or insolvency, or become subject to or instituted any 

proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or 

trustee appointed to hold the assets of the proposed director; or 
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(d) has been subject to any penalties or sanctions imposed by a court relating to securities legislation or 

by a securities regulatory authority or has entered into a settlement agreement with a securities 

regulatory authority; or  

(e) has been subject to any penalties or sanctions imposed by a court or regulatory body that would 

likely be considered important to a reasonable shareholder in deciding whether to vote for a 

proposed director. 

One of the proposed directors of the Resulting Issuer, Simon Ridgway, was a director of a corporation that, in the past 

10 years, was for a period of more than 30 days subject to a management cease trade order (“MCTO”) issued by the 

British Columbia Securities Commission and other Canadian provincial securities regulatory authorities.  The MCTO 

was issued due to the corporation’s failure to file its annual and interim financial statements within the prescribed 

deadlines.  Upon filing of the outstanding financial statements, the MCTO was revoked by the British Columbia 

Securities Commission. 

Penalties or Sanctions 

None of the proposed directors or officers of CROPS as the Resulting Issuer has been subject to (a) any penalties or 

sanctions imposed by a court relating to securities legislation or by a securities regulatory authority or has entered into 

a settlement agreement with a securities regulatory authority; or (b) any other penalties or sanctions imposed by a 

court or regulatory body, including a self-regulatory body, that would likely be considered important to a reasonable 

security holder in making a decision about the Transaction. 

Personal Bankruptcies 

No proposed director or officer of CROPS as the Resulting Issuer has, within the ten years prior to the date of the 

Circular, become bankrupt or made a proposal under any legislation relating to bankruptcy or insolvency, or been 

subject to or instituted any proceedings, arrangement or compromise with creditors, or had a receiver, receiver 

manager or trustee appointed to hold the assets of that individual. 

Conflicts of Interest 

Conflicts of interest may arise as a result of the directors and officers of CROPS as the Resulting Issuer holding 

positions as directors or officers of other companies. Some of the directors and officers have been and will continue 

to be engaged in the identification and evaluation of assets and businesses, with a view to potential acquisition of 

interests in businesses and companies on their own behalf and on behalf of other companies, and situations may arise 

where the directors and officers will be in direct competition with CROPS as the Resulting Issuer. Conflicts, if any, 

will be subject to the procedures and remedies under the YBCA, the BCBCA after the Continuation, or other 

applicable corporate legislation. For a list of public companies in which proposed directors and officers of CROPS as 

the Resulting Issuer hold management positions or serve as directors, please see section “Other Reporting Issuer 

Experience” below. 

Other Reporting Issuer Experience 

The following table sets out the proposed directors, officers and promoters of CROPS as the Resulting Issuer that are, 

or have been within the last five years, directors, officers or promoters of other reporting issuers: 

Name Name of Reporting Issuer 

Name of  

Trading  

Market Position From To 

Simon Ridgway Fortuna Silver Mines Inc. 

Medgold Resources Corp.   

Rackla Metals Inc.  

Radius Gold Inc. 

 

Volcanic Gold Mines Inc. 

TSX/NYSE 

TSXV 

TSXV 

TSXV 

 

TSXV 

Chair 

Director and Chairman 

President, CEO and/or Director 

Director 

President and CEO 

CEO, Chairman and/or Director 

January 2005 

August 2008 

September 2011 

July 2004 

July 2004 

August 2017 

Present 

Present 

Present 

Present 

December 2020 

Present 
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Name Name of Reporting Issuer 

Name of  

Trading  

Market Position From To 

Gordon Tainton Northern Lights Resources Corp. 

Grange Resources Limited  

NEOS Resources PLC 

Danakali Limited 

EV Metals Group PLC 

CSE 

ASX 

N/A 

ASX 

ASX 

Director 

Director 

Director 

Head of Market Development 

Director 

December 2017 

January 2015 

October 2013 

May 2015 

August 2014 

Present 

Present 

April 2017 

September 2016 

February 2016 

David Cass Latin Metals Inc. 

Rackla Metals Inc. 

Bluestone Resources Ltd. 

TSXV 

TSXV 

TSXV 

Director 

Director 

VP, Exploration 

April 2019 

November 2011 

December 2017 

Present 

Present 

Present 

Ralph Rushton Aftermath Silver Ltd.  

Medgold Resources Corp. 

Prospero Silver Corp. 

Revelo Resources Corp. 

Rackla Metals Inc. 

TSXV 

TSXV 

TSXV 

TSXV 

TSXV 

President and CEO 

Director 

Executive VP, Bus. Development 

Director 

VP Corp. Development and/or Director 

September 2019 

March 2009 

September 2016 

May 18, 2017 

October 2011 

Present 

Present 

Present 

Present 

April 2017 

David Laing Equinox Gold Corp. 

Luna Gold Corp. 

True Gold Mining Inc. 

Amarillo Gold Corporation 

Fortuna Silver Mines Inc. 

Aton Resources Inc. 

Blackrock Gold Corp. 

Northern Dynasty Minerals Ltd. 

Gold X Mining Corp. 

TSX/NYSE 

TSX 

TSXV 

TSXV 

TSX/NYSE 

TSXV 

TSXV 

TSX/NYSE 

TSXV 

COO 

COO and/or Director 

COO 

Director 

Director 

Director 

Director 

Director 

Director 

March 2017 

August 2016 

June 2015 

October 2020 

September 2016 

May 2016 

April 2020 

May 2016 

September 2015 

November 2018 

March 2017 

April 2016 

Present 

Present 

Present 

Present 

Present 

March 2020 

Kevin Bales Medgold Resources Corp.   

Rackla Metals Inc.  

Radius Gold Inc. 

Volcanic Gold Mines Inc. 

Western Pacific Resources Corp. 

TSXV 

TSXV 

TSXV 

TSXV 

TSXV 

CFO 

CFO 

CFO 

CFO 

CFO 

March 2009 

October 2011 

July 2009 

March 2017 

August 2013 

Present 

Present 

Present 

Present 

October 2018 

Sally Whittall Fortuna Silver Mines Inc. 

Medgold Resources Corp.   

Rackla Metals Inc.  

Radius Gold Inc. 

Volcanic Gold Mines Inc. 

TSX/NYSE 

TSXV 

TSXV 

TSXV 

TSXV 

Corporate Secretary 

Corporate Secretary 

Corporate Secretary 

Corporate Secretary 

Corporate Secretary 

January 2005 

March 2009 

December 2011 

December 2011 

February 2017 

Present 

Present 

Present 

Present 

Present 

Executive Compensation 

Compensation of Executive Officers and Summary Compensation Table 

During the 12-month period following completion of the Transaction, CROPS as the Resulting Issuer intends to pay 

the following amounts to its executive officers: 
 

 

Name Position Annual compensation 

Kerem Usenmez President and CEO $120,000 

Kevin Bales CFO $24,000 

 

It is expected that all executive officers of the Resulting Issuer will receive cash compensation and incentive stock 

options in line with previous practices and policies of CROPS.  See “Information Concerning CROPS Inc. - Executive 

Compensation”. 

 

Options to Purchase Securities 

Based on CROPS stock options outstanding as the date of this Information Circular, the following table provides 

information regarding the stock options of the Resulting Issuer that will be held upon completion of the Transaction 

and reflecting the Consolidation: 
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Number of securities 

underlying 

unexercised options  

(#) 

Option exercise 

price 

($) 

Market value of 

the securities 

under option on 

the date of grant(1) 

($) 

All proposed officers of the Resulting Issuer (3 individuals) 

Kerem Usenmez, President & CEO Nil n/a n/a 

Kevin Bales, Chief Financial Officer 3,000 

3,750 

6,750 

8.40 

8.80 

 

8.40 

8.80 

 

Sally Whittall, Corporate Secretary 3,000 

3,750 

6,750 

8.40 

8.80 

 

8.40 

8.80 

 

Subtotal as a group: 13,500   

All proposed Directors who are not officers of the Resulting Issuer (6 individuals) 

Simon Ridgway 5,875 

12,500 

18,375 

8.40 

8.80 

 

8.40 

8.80 

 

Ralph Rushton 3,000 

3,750 

6,750 

8.40 

8.80 

 

8.40 

8.80 

 

David Cass 6,875 

12,500 

19,375 

8.40 

8.80 

 

8.40 

8.80 

 

Tim Osler 1,250 

1,250 

2,500 

8.40 

8.80 

 

8.40 

8.80 

 

Gordon Tainton Nil n/a n/a 

David Laing Nil n/a n/a 

Subtotal as a group: 47,000   

    

All other employees of the Resulting Issuer 

 

 

Subtotal as a group: 

1,375 

1,500 

2,875 

8.40 

8.80 

 

8.40 

8.80 

 

All consultants of the Resulting Issuer 

 

 

 

Subtotal as a group:  

8,875 

14,625 

1,875 

25,375 

8.40 

8.80 

12.00 

8.40 

8.80 

12.00 

 

Any other person or company Nil n/a n/a 

Total 88,750   

Note: 

(1) The market value on the date of grant is deemed to be the last closing price of the CROPS Common Shares prior to the respective dates of 

granting, and adjusted for a 4:1 share consolidation effected on April 23, 2018, and for the proposed Consolidation. 

(2) The market value was $0.10, based on the most recent the close price of the CROPS Common Shares prior to the date of this Information 

Circular, adjusted for the Consolidation. 

Stock Option Plan 

Following the closing of the Transaction, the Stock Option Plan as disclosed under the heading “Particulars of Matters 

to be Acted Upon – Re-approval of Stock Option Plan” will remain in effect. If the Resulting Issuer adopts a new stock 

option plan following the completion of the Transaction, the same will be subject to CROPS Shareholder and TSXV 

approval. 
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Escrowed Securities 

Shares of Resulting Issuer subject to Surplus Escrow 

To the knowledge of CROPS, it is expected that following the completion of the Transaction, an aggregate of 

153,390,663 Common Shares of the Resulting Issuer on a post-Consolidation basis held by the principals (as defined 

by TSXV Policy 1.1 – Interpretation) of CROPS as set out in the table below (the “Surplus Securities Shares”) will 

be subject to a surplus security escrow agreement (the “Surplus Security Escrow Agreement”) based on TSXV 

Form 5D: 

Name, and Municipality of 

Residence 

Prior to Giving Effect to the Transaction After Giving Effect to the Transaction 

Number Percentage Number(1) Percentage(2) 

Ophiolite Holdings Pty Ltd. N/A N/A 128,920,000 66.78% 

Sprott Inc. N/A N/A 22,597,164 11.70% 

Simon Ridgway 

Vancouver, BC 

N/A N/A 1,693,048 0.88% 

Gordon Tainton 

St. Prex, Switzerland 

N/A N/A 105,833 0.05% 

David Cass 

Vancouver, BC 

N/A N/A 44,950 0.02% 

Ralph Rushton 

Vancouver, BC 

N/A N/A 23,442 0.01% 

Tim Osler 

Campbell River, BC 

N/A N/A 5,043 0.003% 

Sally Whittall 

Maple Ridge, BC 

N/A N/A 1,181 0.001% 

Total post-Consolidation Surplus Securities Shares: 153,390,663 79.45% 

Notes: 

(1) Post-Consolidation; on a non-diluted basis. 
(2) The percentage is calculated based on 193,069,852 Resulting Issuer Shares issued and outstanding. 

The Surplus Security Escrow Agreement will be entered into by CROPS as the Resulting Issuer, Computershare or an 

alternate transfer agent as approved by CROPS as the Resulting Issuer and the TSXV, and each of Ophiolite, Simon 

Ridgway, Gordon Tainton, David Cass, Ralph Rushton, Tim Osler and Sally Whittall as holders of the Surplus 

Securities Shares. 

The Surplus Securities Shares will be subject to the following release schedule, which complies with the Tier 2 

release schedule for Surplus Security Escrow Agreements under the TSXV Policy 5.4: 

Release Dates % of Total Escrowed Securities to be Released 

Date of the Final TSXV Bulletin 5% 

6 months following the date of the Final TSXV Bulletin 5% 

12 months following the date of the Final TSXV Bulletin 10% 

18 months following the date of the Final TSXV Bulletin 10% 

24 months following the date of the Final TSXV Bulletin 15% 

30 months following the date of the Final TSXV Bulletin 15% 

36 months following the date of the Final TSXV Bulletin 40% 

Total 100% 

Auditor, Transfer Agent and Registrar 

The auditor of CROPS is Smythe LLP, located at #1700 - 475 Howe St, Vancouver, BC V6C 2B3. 

The transfer agent and registrar of CROPS is Computershare, at 510 Burrard Street, 3rd Floor, Vancouver, BC 

V6C 3B9. 
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PART VIII – GENERAL MATTERS 

Sponsorship Matters 

The TSX-V has waived the requirement for a sponsor in connection with the Transaction. 

Experts 

The following experts and firms are responsible for opinions referred to in this Information Circular: 

• Marat Abzalov, Ph.D., author of the Technical Report; 

• Smythe LLP, auditor for CROPS’ Audited Annual Consolidated Financial Statements for the year ended 

December 31, 2019 and the thirteen-month period ended December 31, 2018; 

• BDO Canada LLP, auditor for CROPS’ Audited Annual Consolidated Financial Statements for the year 

ended November 30, 2017;  

• Bentleys Audit & Corporate (WA) Pty Ltd, auditor for Pick Lake’s Audited Financial Statements for the 

period ended December 31, 2019; and 

• Bentleys Audit & Corporate (WA) Pty Ltd, auditor for Superior Lake’s Audited Annual Consolidated 

Financial Statements for the year ended December 31, 2019. 

Interests of Experts 

No “Professional Person” or expert or firm named in this Information Circular as having prepared or certified any part 

of all of it or a report or valuation described therein, holds any beneficial interest, direct or indirect, in any securities 

or property of CROPS or an Associate of Affiliate of CROPS and no such Person is expected to be elected, appointed 

or employed as a director, senior officer or employee of the Resulting Issuer, or of an Associate or Affiliate of the 

Resulting Issuer and no such Person is a Promoter of the Resulting Issuer or of an Affiliate or Associate of the 

Resulting Issuer.  

Smythe LLP was independent of CROPS within the meaning of the Code of Professional Conduct of the Chartered 

Professional Accountants of British Columbia, at the date of their audit reports as well as during the audited financial 

period. BDO Canada LLP was independent of CROPS within the meaning of the Code of Professional Conduct of the 

Chartered Professional Accountants of British Columbia, at the date of their audit report as well as during the audited 

financial period. 

Bentleys Audit & Corporate (WA) Pty Ltd was independent of Pick Lake in accordance with the auditor independence 

requirements of the Corporations Act 2001 (Cth) and any applicable code of professional conduct in relation to the 

audit of Pick Lake. 

Other Material Facts 

There are no material facts about CROPS, Pick Lake, the Resulting Issuer, or the Transaction that are not disclosed 

within this Information Circular which are necessary in order for this Information Circular to contain full, true and 

plain disclosure of all material facts relating to CROPS, Pick Lake, and the Resulting Issuer, assuming completion of 

the Transaction. 
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SCHEDULE “A” 

CONTINUATION APPLICATION AND ARTICLES 

 



A NAME OF COMPANY – &8==@5 one =6 A85 6=::=C9<7#

The name  is the name reserved 

for the foreign corporation to be continued in.  The name reservation number is: , ,.

The foreign corporation is to be continued in with a name created by adding “B.C. Ltd.” after the incorporation number of 

the company.

B FOREIGN CORPORATION’S CURRENT JURISDICTION

C

Authorization for the continuation from the foreign corporation’s jurisdiction is:

AUTHORIZATION FOR CONTINUATION

FORM 16".46"#073"'%&)$

1. Corporate number assigned by the foreign corporation’s jurisdiction

2. Corporation’s name in the foreign corporation’s jurisdiction

YYYY / MM / DD

4. Foreign corporation’s jurisdiction of incorporation, amalgamation or continuation

3. Foreign corporation’s date of incorporation or the
most recent date of amalgamation or continuation

ATTACHED ALREADY FILED

D

Is the foreign corporation currently registered in BC as an extraprovincial company?

REGISTRATION AS AN EXTRAPROVINCIAL COMPANY

YES NO

If YES, enter the BC registration number and name of the extraprovincial company below:

Extraprovincial Registration Number in BC

Extraprovincial Company Name in BC

(Including assumed name, if any, approved for use in BC)

CERTIFIED CORRECT – I have read this form and found it to be correct.

YYYY / MM / DD

DATE SIGNED

E

X

NAME OF AUTHORIZED SIGNING AUTHORITY FOR
THE FOREIGN CORPORATION

SIGNATURE OF AUTHORIZED SIGNING AUTHORITY FOR 
THE FOREIGN CORPORATION

Page 1

If you are continuing a company into BC and want the BC incorporation number as its name, you will need to file this form on  
paper.  Complete this form and mail to the Corporate Registry, along with a letter from the corporation’s home jurisdiction 
authorizing the continuation in.  For information on the content of the authorization letter, see the Corporate Online Help Centre 
at www.corporateonline.gov.bc.ca for “Continuation Application” and “Authorization for Continuation In.”

DO NOT MAIL THIS FORM to BC Registry Services unless you 

are instructed to do so by registry staff.  The Regulation 

under the Business Corporations Act requires the electronic 

version of this form to be filed on the Internet at 

www.corporateonline.gov.bc.ca 

Freedom of Information and Protection of Privacy Act (FOIPPA):
Personal information provided on this form is collected, used and disclosed 
under the authority of the FOIPPA and the Business Corporations Act for 
the purposes of assessment.  Questions regarding the collection, use 
and disclosure of personal information can be directed to the 2:B:><E"C="
6<>?FGE?<F"4D<E:G?CBF at 1 877 526-1526, PO Box 9431 Stn Prov Govt, 
Victoria BC  V8W 9V3.

Mailing Address: PO Box 9431 Stn Prov Govt "ourier Address: 200 – 940 Blanshard StreetTelephone:  1 877 526-1526 

www.bcreg.ca Victoria BC  V8W 9V3 Victoria BC  V8W 3E6

.CE<?>B",CEDCE:G?CB

$*)/&)0"/&*)"++'&$"/&*)

%1/)+'// &,.-,.$0),+/ $&0, section (%'

Metallum Resources Inc.

NR8992377

536495

Metallum Resources Inc.

2018/04/23

Yukon

A0107238

Metallum Resources Inc.



NOTICE OF ARTICLES

LAST NAME

B TRANSLATION OF COMPANY NAME

C

Set out the full name, delivery address and mailing address (if different) of every director of the company.  The director may 
select to provide either (a) the delivery address and, if different, the mailing address for the office at which the individual can 
usually be served with records between 9 a.m. and 4 p.m. on business days or (b) the delivery address and, if different, the 
mailing address of the individual’s residence.  The delivery address must not be a post office box.  Attach an additional sheet if 
more space is required.

Set out the name of the company as set out in Item A of the Continuation Application.

A

DELIVERY  ADDRESS 

NAME OF COMPANY

Set out every translation of the company name that the company intends to use outside of Canada.

DIRECTOR NAME(S) AND ADDRESS(ES)

MAILING ADDRESS

LAST NAME

DELIVERY  ADDRESS 

MAILING ADDRESS

LAST NAME

DELIVERY  ADDRESS 

MAILING ADDRESS

LAST NAME

DELIVERY ADDRESS 

MAILING ADDRESS

FORM 16".46"#073"'%&)$ Page '

POSTAL CODE/ZIP CODE

FIRST NAME MIDDLE NAME

POSTAL CODE/ZIP CODE

FIRST NAME MIDDLE NAME

COUNTRYPROVINCE/STATE

COUNTRYPROVINCE/STATE

POSTAL CODE/ZIP CODE

POSTAL CODE/ZIP CODE

COUNTRYPROVINCE/STATE

COUNTRYPROVINCE/STATE

FIRST NAME MIDDLE NAME

FIRST NAME MIDDLE NAME

POSTAL CODE/ZIP CODE

POSTAL CODE/ZIP CODE

COUNTRYPROVINCE/STATE

COUNTRYPROVINCE/STATE

POSTAL CODE/ZIP CODE

POSTAL CODE/ZIP CODE

COUNTRYPROVINCE/STATE

COUNTRYPROVINCE/STATE

Metallum Resources Inc.

N/A

See attached Schedule



Maximum number of shares of this
class or series of shares that the company 
is authorized to issue, or indicate there is  

no maximum number.

Identifying name of class
or series of shares

Kind of shares of this class
or series of shares.

Are there special rights
or restrictions attached

to the shares of this class
or series of shares?

Type of  
currency

THERE IS NO 
MAXIMUM

(✔)

MAXIMUM NUMBER 
OF SHARES  

AUTHORIZED

WITH A PAR
VALUE OF

($)

YES
(✔)

WITHOUT
PAR VALUE

(✔)

NO
(✔)

DELIVERY  ADDRESS OF THE COMPANY’S REGISTERED OFFICE POSTAL CODE 

MAILING ADDRESS OF THE COMPANY’S REGISTERED OFFICE POSTAL CODE 

D REGISTERED OFFICE ADDRESSES

DELIVERY ADDRESS OF THE COMPANY’S RECORDS OFFICE POSTAL CODE 

MAILING ADDRESS OF THE COMPANY’S RECORDS OFFICE POSTAL CODE 

E RECORDS OFFICE ADDRESSES
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ARTICLE 1 
INTERPRETATION 

1.1 Definitions.  In these Articles, unless the context otherwise requires: 

“board of directors”, “directors” and “board” mean the directors or sole director 
of the Company for the time being; 

“Business Corporations Act” means the Business Corporations Act (British 
Columbia) from time to time in force and all amendments thereto and includes all 
regulations and amendments thereto made pursuant to that Act; 

“legal personal representative” means the personal or other legal representative 
of the shareholder; 

“registered address” of a shareholder means the shareholder’s address as 
recorded in the central securities register; 

“seal” means the seal of the Company, if any. 

1.2 Business Corporations Act and Interpretation Act Definitions Applicable.
The definitions in the Business Corporations Act and the definitions and rules of construction in 
the Interpretation Act, with the necessary changes, so far as applicable, and unless the context 
requires otherwise, apply to these Articles as if they were an enactment. If there is a conflict 
between a definition in the Business Corporations Act and a definition or rule in the Interpretation 
Act relating to a term used in these Articles, the definition in the Business Corporations Act will 
prevail in relation to the use of the term in these Articles. If there is a conflict between these 
Articles and the Business Corporations Act, the Business Corporations Act will prevail. 

ARTICLE 2 
SHARES AND SHARE CERTIFICATES 

2.1 Authorized Share Structure.  The authorized share structure of the Company 
consists of shares of the class or classes and series, if any, described in the Notice of Articles of 
the Company. 

2.2 Form of Share Certificate.  Each share certificate issued by the Company must 
comply with, and be signed as required by, the Business Corporations Act. 

2.3 Shareholder Entitled to Certificate or Acknowledgement.  Each shareholder is 
entitled, without charge, to (a) one share certificate representing the shares of each class or series 
of shares registered in the shareholder’s name or (b) a non-transferable written acknowledgement 
of the shareholder’s right to obtain such a share certificate, provided that in respect of a share 
held jointly by several persons, the Company is not bound to issue more than one share certificate 
and delivery of a share certificate for a share to one of several joint shareholders or to one of the 
shareholders’ duly authorized agents will be sufficient delivery to all. 

2.4 Delivery by Mail.  Any share certificate or non-transferable written 
acknowledgement of a shareholder’s right to obtain a share certificate may be sent to the 
shareholder by mail at the shareholder’s registered address and neither the Company nor any 
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director, officer or agent of the Company is liable for any loss to the shareholder because the 
share certificate or acknowledgement is lost in the mail or stolen. 

2.5 Replacement of Worn Out or Defaced Certificate or Acknowledgement.  If the 
directors are satisfied that a share certificate or a non-transferable written acknowledgement of 
the shareholder’s right to obtain a share certificate is worn out or defaced, they must, on 
production to them of the share certificate or acknowledgement, as the case may be, and on such 
other terms, if any, as they think fit: 

(a) order the share certificate or acknowledgement, as the case may be, to be 
cancelled; and 

(b) issue a replacement share certificate or acknowledgement, as the case may be. 

2.6 Replacement of Lost, Stolen or Destroyed Certificate or Acknowledgement.
If a share certificate or a non-transferable written acknowledgement of a shareholder’s right to 
obtain a share certificate is lost, stolen or destroyed, a replacement share certificate or 
acknowledgement, as the case may be, must be issued to the person entitled to that share 
certificate or acknowledgement, as the case may be, if the directors receive: 

(a) proof satisfactory to them that the share certificate or acknowledgement is lost, 
stolen or destroyed; and 

(b) any indemnity the directors consider adequate. 

2.7 Splitting Share Certificates.  If a shareholder surrenders a share certificate to the 
Company with a written request that the Company issue in the shareholder’s name two or more 
share certificates, each representing a specified number of shares and in the aggregate 
representing the same number of shares as the share certificate so surrendered, the Company 
must cancel the surrendered share certificate and issue replacement share certificates in 
accordance with that request. 

2.8 Certificate Fee.  There must be paid to the Company, in relation to the issue of 
any share certificate under Articles 2.5, 2.6 or 2.7, the amount, if any and which must not exceed 
the amount prescribed under the Business Corporations Act, determined by the directors. 

2.9 Recognition of Trusts.  Except as required by law or statute or these Articles, no 
person will be recognized by the Company as holding any share upon any trust, and the Company 
is not bound by or compelled in any way to recognize (even when having notice thereof) any 
equitable, contingent, future or partial interest in any share or fraction of a share or (except as by 
law or statute or these Articles provided or as ordered by a court of competent jurisdiction) any 
other rights in respect of any share except an absolute right to the entirety thereof in the 
shareholder. 

ARTICLE 3 
ISSUE OF SHARES 

3.1 Directors Authorized.  Subject to the Business Corporations Act and the rights of 
the holders of issued shares of the Company, the Company may issue, allot, sell or otherwise 
dispose of the unissued shares, and issued shares held by the Company, at the times, to the 
persons, including directors, in the manner, on the terms and conditions and for the issue prices 
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(including any premium at which shares with par value may be issued) that the directors may 
determine. The issue price for a share with par value must be equal to or greater than the par 
value of the share. 

3.2 Commissions and Discounts.  The Company may at any time, pay a reasonable 
commission or allow a reasonable discount to any person in consideration of that person 
purchasing or agreeing to purchase shares of the Company from the Company or any other 
person or procuring or agreeing to procure purchasers for shares of the Company. 

3.3 Brokerage.  The Company may pay such brokerage fee or other consideration as 
may be lawful for or in connection with the sale or placement of its securities. 

3.4 Conditions of Issue.  Except as provided for by the Business Corporations Act, 
no share may be issued until it is fully paid. A share is fully paid when: 

(a) consideration is provided to the Company for the issue of the share by one or more 
of the following: 

(i) past services performed for the Company; 

(ii) property; 

(iii) money; and 

(b) the value of the consideration received by the Company equals or exceeds the 
issue price set for the share under Article 3.1. 

3.5 Share Purchase Warrants and Rights.  Subject to the Business Corporations 
Act, the Company may issue share purchase warrants, options and rights upon such terms and 
conditions as the directors determine, which share purchase warrants, options and rights may be 
issued alone or in conjunction with debentures, debenture stock, bonds, shares or any other 
securities issued or created by the Company from time to time. 

ARTICLE 4 
SHARE REGISTERS 

4.1 Central Securities Register.  As required by and subject to the Business 
Corporations Act, the Company must maintain in British Columbia a central securities register. 
The directors may, subject to the Business Corporations Act, appoint an agent to maintain the 
central securities register. The directors may also appoint one or more agents, including the agent 
which keeps the central securities register, as transfer agent for its shares or any class or series 
of its shares, as the case may be, and the same or another agent as registrar for its shares or 
such class or series of its shares, as the case may be. The directors may terminate such 
appointment of any agent at any time and may appoint another agent in its place. 

4.2 Closing Register.  The Company must not at any time close its central securities 
register. 
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ARTICLE 5 
SHARE TRANSFERS 

5.1 Registering Transfers.  A transfer of a share of the Company must not be 
registered unless: 

(a) a duly signed instrument of transfer in respect of the share has been received by 
the Company; 

(b) if a share certificate has been issued by the Company in respect of the share to be 
transferred, that share certificate has been surrendered to the Company; and 

(c) if a non-transferable written acknowledgement of the shareholder’s right to obtain 
a share certificate has been issued by the Company in respect of the share to be 
transferred, that acknowledgement has been surrendered to the Company. 

5.2 Form of Instrument of Transfer.  The instrument of transfer in respect of any 
share of the Company must be either in the form, if any, on the back of the Company’s share 
certificates or in any other form that may be approved by the directors from time to time. 

5.3 Transferor Remains Shareholder.  Except to the extent that the Business 
Corporations Act otherwise provides, the transferor of shares is deemed to remain the holder of 
the shares until the name of the transferee is entered in a securities register of the Company in 
respect of the transfer. 

5.4 Signing of Instrument of Transfer.  If a shareholder, or his or her duly authorized 
attorney, signs an instrument of transfer in respect of shares registered in the name of the 
shareholder, the signed instrument of transfer constitutes a complete and sufficient authority to 
the Company and its directors, officers and agents to register the number of shares specified in 
the instrument of transfer or specified in any other manner, or, if no number is specified, all the 
shares represented by the share certificates or set out in the written acknowledgements deposited 
with the instrument of transfer: 

(a) in the name of the person named as transferee in that instrument of transfer; or 

(b) if no person is named as transferee in that instrument of transfer, in the name of 
the person on whose behalf the instrument is deposited for the purpose of having 
the transfer registered. 

5.5 Enquiry as to Title Not Required.  Neither the Company nor any director, officer 
or agent of the Company is bound to inquire into the title of the person named in the instrument 
of transfer as transferee or, if no person is named as transferee in the instrument of transfer, of 
the person on whose behalf the instrument is deposited for the purpose of having the transfer 
registered or is liable for any claim related to registering the transfer by the shareholder or by any 
intermediate owner or holder of the shares, of any interest in the shares, of any share certificate 
representing such shares or of any written acknowledgement of a right to obtain a share certificate 
for such shares. 

5.6 Transfer Fee.  There must be paid to the Company, in relation to the registration 
of any transfer, the amount, if any, determined by the directors. 
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ARTICLE 6 
TRANSMISSION OF SHARES 

6.1 Legal Personal Representative Recognized on Death.  In case of the death of 
a shareholder, the legal personal representative, or if the shareholder was a joint holder, the 
surviving joint holder, will be the only person recognized by the Company as having any title to 
the shareholder’s interest in the shares. Before recognizing a person as a legal personal 
representative, the directors may require proof of appointment by a court of competent jurisdiction, 
a grant of letters probate, letters of administration or such other evidence or documents as the 
directors consider appropriate. 

6.2 Rights of Legal Personal Representative.  The legal personal representative 
has the same rights, privileges and obligations that attach to the shares held by the shareholder, 
including the right to transfer the shares in accordance with these Articles, provided the 
documents required by the Business Corporations Act and the directors have been deposited with 
the Company. 

ARTICLE 7 
PURCHASE OF SHARES 

7.1 Company Authorized to Purchase Shares.  Subject to Article 7.2, the special 
rights and restrictions attached to the shares of any class or series and the Business Corporations 
Act, the Company may, if authorized by the directors, purchase or otherwise acquire any of its 
shares at the price and upon the terms specified in such resolution. 

7.2 Purchase When Insolvent.  The Company must not make a payment or provide 
any other consideration to purchase or otherwise acquire any of its shares if there are reasonable 
grounds for believing that: 

(a) the Company is insolvent; or 

(b) making the payment or providing the consideration would render the Company 
insolvent. 

7.3 Sale and Voting of Purchased Shares.  If the Company retains a share 
redeemed, purchased or otherwise acquired by it, the Company may sell, gift or otherwise dispose 
of the share, but, while such share is held by the Company, it: 

(a) is not entitled to vote the share at a meeting of its shareholders; 

(b) must not pay a dividend in respect of the share; and 

(c) must not make any other distribution in respect of the share. 

ARTICLE 8 
BORROWING POWERS 

8.1 Borrowing Powers.  The Company, if authorized by the directors, may: 

(a) borrow money in the manner and amount, on the security, from the sources and 
on the terms and conditions that they consider appropriate; 
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(b) issue bonds, debentures and other debt obligations either outright or as security 
for any liability or obligation of the Company or any other person and at such 
discounts or premiums and on such other terms as they consider appropriate; 

(c) guarantee the repayment of money by any other person or the performance of any 
obligation of any other person; and 

(d) mortgage, charge, whether by way of specific or floating charge, grant a security 
interest in, or give other security on, the whole or any part of the present and future 
assets and undertaking of the Company. 

ARTICLE 9 
ALTERATIONS 

9.1 Alteration of Authorized Share Structure.  Subject to Article 9.2 and the 
Business Corporations Act, the Company may by resolution of the board of directors: 

(a) create one or more classes or series of shares or, if none of the shares of a class 
or series of shares are allotted or issued, eliminate that class or series of shares; 

(b) increase, reduce or eliminate the maximum number of shares that the Company is 
authorized to issue out of any class or series of shares or establish a maximum 
number of shares that the Company is authorized to issue out of any class or series 
of shares for which no maximum is established; 

(c) subdivide or consolidate all or any of its unissued, or fully paid issued, shares, 
subject to any additional shareholder resolution as may be required by the stock 
exchange or quotation system on which the Company’s common shares are listed 
for trading; 

(d) if the Company is authorized to issue shares of a class of shares with par value: 

(i) decrease the par value of those shares; or 

(ii) if none of the shares of that class of shares are allotted or issued, increase 
the par value of those shares; 

(e) change all or any of its unissued, or fully paid issued, shares with par value into 
shares without par value or any of its unissued shares without par value into shares 
with par value; 

(f) alter the identifying name of any of its shares; or 

(g) otherwise alter its shares or authorized share structure when required or permitted 
to do so by the Business Corporations Act. 

9.2 Special Rights and Restrictions.  Subject to the Business Corporations Act, the 
Company may by special resolution: 
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(a) create special rights or restrictions for, and attach those special rights or 
restrictions to, the shares of any class or series of shares, whether or not any or 
all of those shares have been issued; or 

(b) vary or delete any special rights or restrictions attached to the shares of any class 
or series of shares, whether or not any or all of those shares have been issued. 

9.3 Change of Name.  The Company may by resolution of the board of directors 
authorize an alteration of its Notice of Articles in order to change its name. 

9.4 Other Alterations.  If the Business Corporations Act does not specify the type of 
resolution and these Articles do not specify another type of resolution, the Company may by 
special resolution alter these Articles. 

ARTICLE 10 
MEETINGS OF SHAREHOLDERS 

10.1 Annual General Meetings.  Unless an annual general meeting is deferred or 
waived in accordance with the Business Corporations Act, the Company must hold its first annual 
general meeting within 18 months after the date on which it was incorporated or otherwise 
recognized, and after that must hold an annual general meeting at least once in each calendar 
year and not more than 15 months after the last annual reference date at such time and place as 
may be determined by the directors. 

10.2 Resolution Instead of Annual General Meeting.  If all the shareholders who are 
entitled to vote at an annual general meeting consent by a unanimous resolution under the 
Business Corporations Act to all of the business that is required to be transacted at that annual 
general meeting, the annual general meeting is deemed to have been held on the date of the 
unanimous resolution. The shareholders must, in any unanimous resolution passed under this 
Article 10.2, select as the Company’s annual reference date a date that would be appropriate for 
the holding of the applicable annual general meeting. 

10.3 Location of General Meetings of Shareholders. General meetings of the 
shareholders of the Company may be held outside of British Columbia. A meeting of the 
shareholders of the Company may be held solely by telephone or other communications medium 
if notice of the meeting provides instructions for attending at or participating in the meeting by the 
communications medium, including, if applicable, instructions for how to vote at the meeting, all 
of the persons participating in the meeting are able to communicate with each other and, if 
applicable, vote at the meeting, and the Company facilitates the use of the communications 
medium at the meeting. If a meeting of the shareholders of the Company is held solely by 
telephone or other communications medium, such meeting is not required to have a physical 
location, any notice of the meeting is not required to specify a location for the meeting, and the 
meeting is deemed to be held in British Columbia.

10.4 Calling of Meetings of Shareholders.  The directors may, whenever they think 
fit, call a meeting of shareholders. 

10.5 Notice for Meetings of Shareholders.  The Company must send notice of the 
date, time and location of any meeting of shareholders, in the manner provided in these Articles, 
or in such other manner, if any, as may be prescribed by ordinary resolution (whether previous 
notice of the resolution has been given or not), to each shareholder entitled to attend the meeting, 



- 8 - 

51241531.3 

to each director and to the auditor of the Company, unless these Articles otherwise provide, at 
least the following number of days before the meeting: 

(a) if and for so long as the Company is a public company, 21 days; 

(b) otherwise, 10 days. 

10.6 Record Date for Notice.  The directors may set a date as the record date for the 
purpose of determining shareholders entitled to notice of any meeting of shareholders. The record 
date must not precede the date on which the meeting is to be held by more than two months or, 
in the case of a general meeting requisitioned by shareholders under the Business Corporations 
Act, by more than four months. The record date must not precede the date on which the meeting 
is held by fewer than: 

(a) if and for so long as the Company is a public company, 21 days; 

(b) otherwise, 10 days. 

If no record date is set, the record date is 5 p.m. on the day immediately preceding the first date 
on which the notice is sent or, if no notice is sent, the beginning of the meeting. 

10.7 Record Date for Voting.  The directors may set a date as the record date for the 
purpose of determining shareholders entitled to vote at any meeting of shareholders. The record 
date must not precede the date on which the meeting is to be held by more than two months or, 
in the case of a general meeting requisitioned by shareholders under the Business Corporations 
Act, by more than four months. If no record date is set, the record date is 5 p.m. on the day 
immediately preceding the first date on which the notice is sent or, if no notice is sent, the 
beginning of the meeting. 

10.8 Failure to Give Notice and Waiver of Notice.  The accidental omission to send 
notice of any meeting to, or the non-receipt of any notice by, any of the persons entitled to notice 
does not invalidate any proceedings at that meeting. Any person entitled to notice of a meeting of 
shareholders may, in writing or otherwise, waive or reduce the period of notice of such meeting. 

10.9 Notice of Special Business at Meetings of Shareholders.  If a meeting of 
shareholders is to consider special business within the meaning of Article 11.1, the notice of 
meeting must: 

(a) state the general nature of the special business; and 

(b) if the special business includes considering, approving, ratifying, adopting or 
authorizing any document or the signing of or giving of effect to any document, 
have attached to it a copy of the document or state that a copy of the document 
will be available for inspection by shareholders: 

(i) at the Company’s records office, or at such other reasonably accessible 
location in British Columbia as is specified in the notice; and 

(ii) during statutory business hours on any one or more specified days before 
the day set for the holding of the meeting. 
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ARTICLE 11 
PROCEEDINGS AT MEETINGS OF SHAREHOLDERS 

11.1 Special Business.  At a meeting of shareholders, the following business is special 
business: 

(a) at a meeting of shareholders that is not an annual general meeting, all business is 
special business except business relating to the conduct of or voting at the 
meeting; 

(b) at an annual general meeting, all business is special business except for the 
following: 

(i) business relating to the conduct of or voting at the meeting; 

(ii) consideration of any financial statements of the Company presented to the 
meeting; 

(iii) consideration of any reports of the directors or auditor; 

(iv) the setting or changing of the number of directors; 

(v) the election or appointment of directors; 

(vi) the appointment of an auditor; 

(vii) the setting of the remuneration of an auditor; 

(viii) business arising out of a report of the directors not requiring the passing of 
a special resolution or an exceptional resolution; 

(ix) any other business which, under these Articles or the Business 
Corporations Act, may be transacted at a meeting of shareholders without 
prior notice of the business being given to the shareholders. 

11.2 Special Majority.  The majority of votes required for the Company to pass a 
special resolution at a meeting of shareholders is two-thirds of the votes cast on the resolution. 

11.3 Quorum.  Subject to the special rights and restrictions attached to the shares of 
any class or series of shares, the quorum for the transaction of business at a meeting of 
shareholders is two persons who are, or who represent by proxy, shareholders who, in the 
aggregate, hold at least 5% of the issued shares entitled to be voted at the meeting. 

11.4 One Shareholder May Constitute Quorum.  If there is only one shareholder 
entitled to vote at a meeting of shareholders: 

(a) the quorum is one person who is, or who represents by proxy, that shareholder, 
and 

(b) that shareholder, present in person or by proxy, may constitute the meeting. 
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11.5 Other Persons May Attend.  The directors, the president (if any), the secretary (if 
any), the assistant secretary (if any), any lawyer for the Company, the auditor of the Company 
and any other persons invited by the directors are entitled to attend any meeting of shareholders, 
but if any of those persons does attend a meeting of shareholders, that person is not to be counted 
in the quorum and is not entitled to vote at the meeting unless that person is a shareholder or 
proxy holder entitled to vote at the meeting. 

11.6 Requirement of Quorum.  No business, other than the election of a chair of the 
meeting and the adjournment of the meeting, may be transacted at any meeting of shareholders 
unless a quorum of shareholders entitled to vote is present at the commencement of the meeting, 
but such quorum need not be present throughout the meeting. 

11.7 Lack of Quorum.  If, within one-half hour from the time set for the holding of a 
meeting of shareholders, a quorum is not present: 

(a) in the case of a general meeting requisitioned by shareholders, the meeting is 
dissolved, and 

(b) in the case of any other meeting of shareholders, the meeting stands adjourned to 
the same day in the next week at the same time and place. 

11.8 Lack of Quorum at Succeeding Meeting.  If, at the meeting to which the meeting 
referred to in Article 11.7(b) was adjourned, a quorum is not present within one-half hour from the 
time set for the holding of the meeting, the person or persons present and being, or representing 
by proxy, one or more shareholders entitled to attend and vote at the meeting constitute a quorum. 

11.9 Chair.  The following individual is entitled to preside as chair at a meeting of 
shareholders: 

(a) the chair of the board, if any; or 

(b) if the chair of the board is absent or unwilling to act as chair of the meeting, the 
president, if any. 

11.10 Selection of Alternate Chair.  If, at any meeting of shareholders, there is no chair 
of the board or president present within 15 minutes after the time set for holding the meeting, or 
if the chair of the board and the president are unwilling to act as chair of the meeting, or if the 
chair of the board and the president have advised the secretary, if any, or any director present at 
the meeting, that they will not be present at the meeting, the directors present must choose one 
of their number to be chair of the meeting or if all of the directors present decline to take the chair 
or fail to so choose or if no director is present, the shareholders entitled to vote at the meeting 
who are present in person or by proxy may choose any person present at the meeting to chair 
the meeting. 

11.11 Adjournments.  The chair of a meeting of shareholders may, and if so directed by 
the meeting must, adjourn the meeting from time to time and from place to place, but no business 
may be transacted at any adjourned meeting other than the business left unfinished at the meeting 
from which the adjournment took place. 

11.12 Notice of Adjourned Meeting.  It is not necessary to give any notice of an 
adjourned meeting or of the business to be transacted at an adjourned meeting of shareholders 
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except that, when a meeting is adjourned for 30 days or more, notice of the adjourned meeting 
must be given as in the case of the original meeting. 

11.13 Decision by Show of Hands or Poll.  Subject to the Business Corporations Act, 
every motion put to a vote at a meeting of shareholders will be decided on a show of hands unless 
a poll, before or on the declaration of the result of the vote by show of hands, is directed by the 
chair or demanded by at least one shareholder entitled to vote who is present in person or by 
proxy. 

11.14 Declaration of Result.  The chair of a meeting of shareholders must declare to 
the meeting the decision on every question in accordance with the result of the show of hands or 
the poll, as the case may be, and that decision must be entered in the minutes of the meeting. A 
declaration of the chair that a resolution is carried by the necessary majority or is defeated is, 
unless a poll is directed by the chair or demanded under Article 11.13, conclusive evidence 
without proof of the number or proportion of the votes recorded in favour of or against the 
resolution. 

11.15 Motion Need Not be Seconded.  No motion proposed at a meeting of 
shareholders need be seconded unless the chair of the meeting rules otherwise, and the chair of 
any meeting of shareholders is entitled to propose or second a motion. 

11.16 Casting Vote. In case of an equality of votes, the chair of a meeting of 
shareholders does not, either on a show of hands or on a poll, have a second or casting vote in 
addition to the vote or votes to which the chair may be entitled as a shareholder. 

11.17 Manner of Taking Poll.  Subject to Article 11.18, if a poll is duly demanded at a 
meeting of shareholders: 

(a) the poll must be taken: 

(i) at the meeting, or within seven days after the date of the meeting, as the 
chair of the meeting directs; and 

(ii) in the manner, at the time and at the place that the chair of the meeting 
directs; 

(b) the result of the poll is deemed to be the decision of the meeting at which the poll 
is demanded; and 

(c) the demand for the poll may be withdrawn by the person who demanded it. 

11.18 Demand for Poll on Adjournment.  A poll demanded at a meeting of 
shareholders on a question of adjournment must be taken immediately at the meeting. 

11.19 Chair Must Resolve Dispute.  In the case of any dispute as to the admission or 
rejection of a vote given on a poll, the chair of the meeting must determine the dispute, and his or 
her determination made in good faith is final and conclusive. 

11.20 Casting of Votes.  On a poll, a shareholder entitled to more than one vote need 
not cast all the votes in the same way. 
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11.21 Demand for Poll.  No poll may be demanded in respect of the vote by which a 
chair of a meeting of shareholders is elected. 

11.22 Demand for Poll Not to Prevent Continuance of Meeting.  The demand for a 
poll at a meeting of shareholders does not, unless the chair of the meeting so rules, prevent the 
continuation of a meeting for the transaction of any business other than the question on which a 
poll has been demanded. 

11.23 Retention of Ballots and Proxies.  The Company must, for at least three months 
after a meeting of shareholders, keep each ballot cast on a poll and each proxy voted at the 
meeting, and, during that period, make them available for inspection during normal business 
hours by any shareholder or proxy holder entitled to vote at the meeting. At the end of such three 
month period, the Company may destroy such ballots and proxies. 

11.24 Meeting by Telephone or Other Communications Medium.  A shareholder or 
proxy holder may participate in a meeting of the shareholders in person or by telephone if all 
shareholders or proxy holders participating in the meeting, whether in person or by telephone or 
other communications medium, are able to communicate with each other. A shareholder or proxy 
holder may participate in a meeting of the shareholders by a communications medium other than 
telephone if all shareholders or proxy holders participating in the meeting, whether in person or 
by telephone or other communications medium, are able to communicate with each other and if 
all shareholders or proxy holders who wish to participate in the meeting agree to such 
participation. A shareholder or proxy holder who participates in a meeting in a manner 
contemplated by this Article 11.24 is deemed for all purposes of the Business Corporations Act
and these Articles to be present at the meeting and to have agreed to participate in that manner. 

ARTICLE 12 
VOTES OF SHAREHOLDERS 

12.1 Number of Votes by Shareholder or by Shares.  Subject to any special rights or 
restrictions attached to any shares and to the restrictions imposed on joint shareholders under 
Article 12.3: 

(a) on a vote by show of hands, every person present who is a shareholder or proxy 
holder and entitled to vote on the matter has one vote; and 

(b) on a poll, every shareholder entitled to vote on the matter has one vote in respect 
of each share entitled to be voted on the matter and held by that shareholder and 
may exercise that vote either in person or by proxy. 

12.2 Votes of Persons in Representative Capacity.  A person who is not a 
shareholder may vote at a meeting of shareholders, whether on a show of hands or on a poll, and 
may appoint a proxy holder to act at the meeting, if, before doing so, the person satisfies the chair 
of the meeting, or the directors, that the person is a legal personal representative or a trustee in 
bankruptcy for a shareholder who is entitled to vote at the meeting. 

12.3 Votes by Joint Holders.  If there are joint shareholders registered in respect of 
any share: 
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(a) any one of the joint shareholders may vote at any meeting, either personally or by 
proxy, in respect of the share as if that joint shareholder were solely entitled to it; 
or 

(b) if more than one of the joint shareholders is present at any meeting, personally or 
by proxy, and more than one of them votes in respect of that share, then only the 
vote of the joint shareholder present whose name stands first on the central 
securities register in respect of the share will be counted. 

12.4 Legal Personal Representatives as Joint Shareholders.  Two or more legal 
personal representatives of a shareholder in whose sole name any share is registered are, for the 
purposes of Article 12.3, deemed to be joint shareholders. 

12.5 Representative of a Corporate Shareholder.  If a corporation, that is not a 
subsidiary of the Company, is a shareholder, that corporation may appoint a person to act as its 
representative at any meeting of shareholders of the Company, and: 

(a) for that purpose, the instrument appointing a representative must: 

(i) be received at the registered office of the Company or at any other place 
specified, in the notice calling the meeting, for the receipt of proxies, at 
least the number of business days specified in the notice for the receipt of 
proxies, or if no number of days is specified, two business days before the 
day set for the holding of the meeting; or 

(ii) be provided, at the meeting, to the chair of the meeting or to a person 
designated by the chair of the meeting; 

(b) if a representative is appointed under this Article 12.5: 

(i) the representative is entitled to exercise in respect of and at that meeting 
the same rights on behalf of the corporation that the representative 
represents as that corporation could exercise if it were a shareholder who 
is an individual, including, without limitation, the right to appoint a proxy 
holder; and 

(ii) the representative, if present at the meeting, is to be counted for the 
purpose of forming a quorum and is deemed to be a shareholder present 
in person at the meeting. 

Evidence of the appointment of any such representative may be sent to the Company by written 
instrument, fax or any other method of transmitting legibly recorded messages. 

12.6 Proxy Provisions Do Not Apply to All Companies.  Articles 12.7 to 12.15 do not 
apply to the Company if and for so long as it is a public company or a pre-existing reporting 
company which has the Statutory Reporting Company Provisions as part of its Articles or to which 
the Statutory Reporting Company Provisions apply. 

12.7 Appointment of Proxy Holders.  Every shareholder of the Company, including a 
corporation that is a shareholder but not a subsidiary of the Company, entitled to vote at a meeting 
of shareholders of the Company may, by proxy, appoint one or more (but not more than five) 
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proxy holders to attend and act at the meeting in the manner, to the extent and with the powers 
conferred by the proxy. 

12.8 Alternate Proxy Holders.  A shareholder may appoint one or more alternate proxy 
holders to act in the place of an absent proxy holder. 

12.9 When Proxy Holder Need Not Be Shareholder.  A person must not be appointed 
as a proxy holder unless the person is a shareholder, although a person who is not a shareholder 
may be appointed as a proxy holder if: 

(a) the person appointing the proxy holder is a corporation or a representative of a 
corporation appointed under Article 12.5; 

(b) the Company has at the time of the meeting for which the proxy holder is to be 
appointed only one shareholder entitled to vote at the meeting; or 

(c) the shareholders present in person or by proxy at and entitled to vote at the 
meeting for which the proxy holder is to be appointed, by a resolution on which the 
proxy holder is not entitled to vote but in respect of which the proxy holder is to be 
counted in the quorum, permit the proxy holder to attend and vote at the meeting. 

12.10 Deposit of Proxy.  A proxy for a meeting of shareholders must: 

(a) be received at the registered office of the Company or at any other place specified, 
in the notice calling the meeting, for the receipt of proxies, at least the number of 
business days specified in the notice, or if no number of days is specified, two 
business days before the day set for the holding of the meeting; or 

(b) unless the notice provides otherwise, be provided, at the meeting, to the chair of 
the meeting or to a person designated by the chair of the meeting. 

A proxy may be sent to the Company by written instrument, fax or any other method of transmitting 
legibly recorded messages. 

12.11 Validity of Proxy Vote.  A vote given in accordance with the terms of a proxy is 
valid notwithstanding the death or incapacity of the shareholder giving the proxy and despite the 
revocation of the proxy or the revocation of the authority under which the proxy is given, unless 
notice in writing of that death, incapacity or revocation is received: 

(a) at the registered office of the Company, at any time up to and including the last 
business day before the day set for the holding of the meeting at which the proxy 
is to be used; or 

(b) by the chair of the meeting, before the vote is taken. 

12.12 Form of Proxy.  A proxy, whether for a specified meeting or otherwise, must be 
either in the following form or in any other form approved by the directors or the chair of the 
meeting: 

Metallum Resources Inc. 
(the “Company”) 
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The undersigned, being a shareholder of the Company, hereby appoints [name]
or, failing that person, [name], as proxy holder for the undersigned to attend, act and vote for and 
on behalf of the undersigned at the meeting of shareholders of the Company to be held on [month, 
day, year] and at any adjournment of that meeting. 

Number of shares in respect of which this proxy is given (if no number is specified, 
then this proxy if given in respect of all shares registered in the name of the shareholder): 
_______________. 

Signed this ______ day of __________, _____. 

(Signature of shareholder) 

(Name of shareholder - printed) 

12.13 Revocation of Proxy.  Subject to Article 12.14, every proxy may be revoked by 
an instrument in writing that is: 

(a) received at the registered office of the Company at any time up to and including 
the last business day before the day set for the holding of the meeting at which the 
proxy is to be used; or 

(b) provided, at the meeting, to the chair of the meeting. 

12.14 Revocation of Proxy Must Be Signed.  An instrument referred to in Article 12.13 
must be signed as follows: 

(a) if the shareholder for whom the proxy holder is appointed is an individual, the 
instrument must be signed by the shareholder or his or her legal personal 
representative or trustee in bankruptcy; 

(b) if the shareholder for whom the proxy holder is appointed is a corporation, the 
instrument must be signed by the corporation or by a representative appointed for 
the corporation under Article 12.5. 

12.15 Production of Evidence of Authority to Vote.  The chair of any meeting of 
shareholders may, but need not, inquire into the authority of any person to vote at the meeting 
and may, but need not, demand from that person production of evidence as to the existence of 
the authority to vote. 

ARTICLE 13 
DIRECTORS 

13.1 First Directors; Number of Directors.  The first directors are the persons 
designated as directors of the Company in the Notice of Articles that applies to the Company 
when it is recognized under the Business Corporations Act. The number of directors, excluding 
additional directors appointed under Article 14.8, is set at: 
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(a) subject to paragraphs (b) and (c), the number of directors that is equal to the 
number of the Company’s first directors; 

(b) if the Company is a public company, the greater of three and the most recently set 
of: 

(i) the number of directors set by ordinary resolution (whether or not previous 
notice of the resolution was given); and 

(ii) the number of directors set under Article 14.4; 

(c) if the Company is not a public company, the most recently set of: 

(i) the number of directors set by ordinary resolution (whether or not previous 
notice of the resolution was given); and 

(ii) the number of directors set under Article 14.4. 

13.2 Change in Number of Directors.  If the number of directors is set under 
Articles 13.1(b)(i) or 13.1(c)(i): 

(a) the shareholders may elect or appoint the directors needed to fill any vacancies in 
the board of directors up to that number; 

(b) if the shareholders do not elect or appoint the directors needed to fill any vacancies 
in the board of directors up to that number contemporaneously with the setting of 
that number, then the directors may appoint, or the shareholders may elect or 
appoint, directors to fill those vacancies. 

13.3 Directors’ Acts Valid Despite Vacancy.  An act or proceeding of the directors is 
not invalid merely because fewer than the number of directors set or otherwise required under 
these Articles is in office. 

13.4 Qualifications of Directors.  A director is not required to hold a share in the capital 
of the Company as qualification for his or her office but must be qualified as required by the 
Business Corporations Act to become, act or continue to act as a director. 

13.5 Remuneration of Directors.  The directors are entitled to the remuneration for 
acting as directors, if any, as the directors may from time to time determine. If the directors so 
decide, the remuneration of the directors, if any, will be determined by the shareholders. That 
remuneration may be in addition to any salary or other remuneration paid to any officer or 
employee of the Company as such, who is also a director. 

13.6 Reimbursement of Expenses of Directors.  The Company must reimburse each 
director for the reasonable expenses that he or she may incur in and about the business of the 
Company. 

13.7 Special Remuneration for Directors.  If any director performs any professional 
or other services for the Company that in the opinion of the directors are outside the ordinary 
duties of a director, or if any director is otherwise specially occupied in or about the Company’s 
business, he or she may be paid remuneration fixed by the directors, or, at the option of that 
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director, fixed by ordinary resolution, and such remuneration may be either in addition to, or in 
substitution for, any other remuneration that he or she may be entitled to receive. 

13.8 Gratuity, Pension or Allowance on Retirement of Director.  Unless otherwise 
determined by ordinary resolution, the directors on behalf of the Company may pay a gratuity or 
pension or allowance on retirement to any director who has held any salaried office or place of 
profit with the Company or to his or her spouse or dependants and may make contributions to any 
fund and pay premiums for the purchase or provision of any such gratuity, pension or allowance. 

ARTICLE 14 
ELECTION AND REMOVAL OF DIRECTORS 

14.1 Election at Annual General Meeting.  At every annual general meeting and in 
every unanimous resolution contemplated by Article 10.2: 

(a) the shareholders entitled to vote at the annual general meeting for the election of 
directors must elect, or in the unanimous resolution appoint, a board of directors 
consisting of the number of directors for the time being set under these Articles; 
and 

(b) all the directors cease to hold office immediately before the election or appointment 
of directors under paragraph (a), but are eligible for re-election or re-appointment. 

14.2 Consent to be a Director.  No election, appointment or designation of an 
individual as a director is valid unless: 

(a) that individual consents to be a director in the manner provided for in the Business 
Corporations Act; 

(b) that individual is elected or appointed at a meeting at which the individual is present 
and the individual does not refuse, at the meeting, to be a director; or 

(c) with respect to first directors, the designation is otherwise valid under the Business 
Corporations Act. 

14.3 Failure to Elect or Appoint Directors.  If: 

(a) the Company fails to hold an annual general meeting, and all the shareholders 
who are entitled to vote at an annual general meeting fail to pass the unanimous 
resolution contemplated by Article 10.2, on or before the date by which the annual 
general meeting is required to be held under the Business Corporations Act; or 

(b) the shareholders fail, at the annual general meeting or in the unanimous resolution 
contemplated by Article 10.2, to elect or appoint any directors; 

then each director then in office continues to hold office until the earlier of: 

(c) the date on which his or her successor is elected or appointed; and 

(d) the date on which he or she otherwise ceases to hold office under the Business 
Corporations Act or these Articles. 
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14.4 Places of Retiring Directors Not Filled.  If, at any meeting of shareholders at 
which there should be an election of directors, the places of any of the retiring directors are not 
filled by that election, those retiring directors who are not re-elected and who are asked by the 
newly elected directors to continue in office will, if willing to do so, continue in office to complete 
the number of directors for the time being set pursuant to these Articles until further new directors 
are elected at a meeting of shareholders convened for that purpose. If any such election or 
continuance of directors does not result in the election or continuance of the number of directors 
for the time being set pursuant to these Articles, the number of directors of the Company is 
deemed to be set at the number of directors actually elected or continued in office. 

14.5 Directors May Fill Casual Vacancies.  Any casual vacancy occurring in the board 
of directors may be filled by the directors. 

14.6 Remaining Directors Power to Act.  The directors may act notwithstanding any 
vacancy in the board of directors, but if the Company has fewer directors in office than the number 
set pursuant to these Articles as the quorum of directors, the directors may only act for the 
purpose of appointing directors up to that number or of summoning a meeting of shareholders for 
the purpose of filling any vacancies on the board of directors or, subject to the Business 
Corporations Act, for any other purpose. 

14.7 Shareholders May Fill Vacancies.  If the Company has no directors or fewer 
directors in office than the number set pursuant to these Articles as the quorum of directors, the 
shareholders may elect or appoint directors to fill any vacancies on the board of directors. 

14.8 Additional Directors.  Notwithstanding Articles 13.1 and 13.2, between annual 
general meetings or unanimous resolutions contemplated by Article 10.2, the directors may 
appoint one or more additional directors, but the number of additional directors appointed under 
this Article 14.8 must not at any time exceed: 

(a) one-third of the number of first directors, if, at the time of the appointments, one or 
more of the first directors have not yet completed their first term of office; or 

(b) in any other case, one-third of the number of the current directors who were elected 
or appointed as directors other than under this Article 14.8. 

Any director so appointed ceases to hold office immediately before the next election or 
appointment of directors under Article 14.1(a), but is eligible for re-election or re-appointment 

14.9 Ceasing to be a Director.  A director ceases to be a director when: 

(a) the term of office of the director expires; 

(b) the director dies; 

(c) the director resigns as a director by notice in writing provided to the Company or a 
lawyer for the Company; or 

(d) the director is removed from office pursuant to Articles 14.10 or 14.11. 

14.10 Removal of Director by Shareholders.  The Company may remove any director 
before the expiration of his or her term of office by special resolution. In that event, the 
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shareholders may elect, or appoint by ordinary resolution, a director to fill the resulting vacancy. 
If the shareholders do not elect or appoint a director to fill the resulting vacancy 
contemporaneously with the removal, then the directors may appoint or the shareholders may 
elect, or appoint by ordinary resolution, a director to fill that vacancy. 

14.11 Removal of Director by Directors.  The directors may remove any director before 
the expiration of his or her term of office if the director is convicted of an indictable offence, or if 
the director ceases to be qualified to act as a director of a company and does not promptly resign, 
and the directors may appoint a director to fill the resulting vacancy. 

ARTICLE 15 
ALTERNATE DIRECTORS 

15.1 Appointment of Alternate Director.  Any director (an “appointor”) may by notice 
in writing received by the Company appoint any person (an “appointee”) who is qualified to act as 
a director to be his or her alternate to act in his or her place at meetings of the directors or 
committees of the directors at which the appointor is not present unless (in the case of an 
appointee who is not a director) the directors have reasonably disapproved the appointment of 
such person as an alternate director and have given notice to that effect to his or her appointor 
within a reasonable time after the notice of appointment is received by the Company. Every 
alternate director shall have a direct and personal duty to the Company arising from his alternate 
directorship, independent of the duties of the director who appointed him. 

15.2 Notice of Meetings.  Every alternate director so appointed is entitled to notice of 
meetings of the directors and of committees of the directors of which his or her appointor is a 
member and to attend and vote as a director at any such meetings at which his or her appointor 
is not present.

15.3 Alternate for More Than One Director Attending Meetings.  A person may be 
appointed as an alternate director by more than one director, and an alternate director: 

(a) will be counted in determining the quorum for a meeting of directors once for each 
of his or her appointors and, in the case of an appointee who is also a director, 
once more in that capacity; 

(b) has a separate vote at a meeting of directors for each of his or her appointors and, 
in the case of an appointee who is also a director, an additional vote in that 
capacity; 

(c) will be counted in determining the quorum for a meeting of a committee of directors 
once for each of his or her appointors who is a member of that committee and, in 
the case of an appointee who is also a member of that committee as a director, 
once more in that capacity; 

(d) has a separate vote at a meeting of a committee of directors for each of his or her 
appointors who is a member of that committee and, in the case of an appointee 
who is also a member of that committee as a director, an additional vote in that 
capacity. 
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15.4 Consent Resolutions.  Every alternate director, if authorized by the notice 
appointing him or her, may sign in place of his or her appointor any resolutions to be consented 
to in writing. 

15.5 Alternate Director Not an Agent.  Every alternate director is deemed not to be 
the agent of his or her appointor. 

15.6 Revocation of Appointment of Alternate Director.  An appointor may at any 
time, by notice in writing received by the Company, revoke the appointment of an alternate director 
appointed by him or her. 

15.7 Ceasing to be an Alternate Director.  The appointment of an alternate director 
ceases when: 

(a) his or her appointor ceases to be a director and is not promptly re-elected or re-
appointed; 

(b) the alternate director dies; 

(c) the alternate director resigns as an alternate director by notice in writing provided 
to the Company or a lawyer for the Company; 

(d) the alternate director ceases to be qualified to act as a director; or 

(e) his or her appointor revokes the appointment of the alternate director. 

15.8 Remuneration and Expenses of Alternate Director.  The Company may 
reimburse an alternate director for the reasonable expenses that would be properly reimbursed if 
he or she were a director, and the alternate director is entitled to receive from the Company such 
proportion, if any, of the remuneration otherwise payable to the appointor as the appointor may 
from time to time direct. 

ARTICLE 16 
POWERS AND DUTIES OF DIRECTORS 

16.1 Powers of Management.  The directors must, subject to the Business 
Corporations Act and these Articles, manage or supervise the management of the business and 
affairs of the Company and have the authority to exercise all such powers of the Company as are 
not, by the Business Corporations Act or by these Articles, required to be exercised by the 
shareholders of the Company. 

16.2 Appointment of Attorney of Company.  The directors may from time to time, by 
power of attorney or other instrument, under seal if so required by law, appoint any person to be 
the attorney of the Company for such purposes, and with such powers, authorities and discretions 
(not exceeding those vested in or exercisable by the directors under these Articles and excepting 
the power to fill vacancies in the board of directors, to remove a director, to change the 
membership of, or fill vacancies in, any committee of the directors, to appoint or remove officers 
appointed by the directors and to declare dividends) and for such period, and with such 
remuneration and subject to such conditions as the directors may think fit. Any such power of 
attorney may contain such provisions for the protection or convenience of persons dealing with 
such attorney as the directors think fit. Any such attorney may be authorized by the directors to 
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sub-delegate all or any of the powers, authorities and discretions for the time being vested in him 
or her. 

ARTICLE 17 
DISCLOSURE OF INTEREST OF DIRECTORS 

17.1 Obligation to Account for Profits.  A director or senior officer who holds a 
disclosable interest (as that term is used in the Business Corporations Act) in a contract or 
transaction into which the Company has entered or proposes to enter is liable to account to the 
Company for any profit that accrues to the director or senior officer under or as a result of the 
contract or transaction only if and to the extent provided in the Business Corporations Act. 

17.2 Restrictions on Voting by Reason of Interest.  A director who holds a 
disclosable interest in a contract or transaction into which the Company has entered or proposes 
to enter is not entitled to vote on any directors’ resolution to approve that contract or transaction, 
unless all the directors have a disclosable interest in that contract or transaction, in which case 
any or all of those directors may vote on such resolution. 

17.3 Interested Director Counted in Quorum.  A director who holds a disclosable 
interest in a contract or transaction into which the Company has entered or proposes to enter and 
who is present at the meeting of directors at which the contract or transaction is considered for 
approval may be counted in the quorum at the meeting whether or not the director votes on any 
or all of the resolutions considered at the meeting. 

17.4 Disclosure of Conflict of Interest or Property.  A director or senior officer who 
holds any office or possesses any property, right or interest that could result, directly or indirectly, 
in the creation of a duty or interest that materially conflicts with that individual’s duty or interest as 
a director or senior officer, must disclose the nature and extent of the conflict as required by the 
Business Corporations Act.

17.5 Director Holding Other Office in the Company.  A director may hold any office 
or place of profit with the Company, other than the office of auditor of the Company, in addition to 
his or her office of director for the period and on the terms (as to remuneration or otherwise) that 
the directors may determine. 

17.6 No Disqualification.  No director or intended director is disqualified by his or her 
office from contracting with the Company either with regard to the holding of any office or place 
of profit the director holds with the Company or as vendor, purchaser or otherwise, and no contract 
or transaction entered into by or on behalf of the Company in which a director is in any way 
interested is liable to be voided for that reason. 

17.7 Professional Services by Director or Officer.  Subject to the Business 
Corporations Act, a director or officer, or any person in which a director or officer has an interest, 
may act in a professional capacity for the Company, except as auditor of the Company, and the 
director or officer or such person is entitled to remuneration for professional services as if that 
director or officer were not a director or officer. 

17.8 Director or Officer in Other Corporations.  A director or officer may be or 
become a director, officer or employee of, or otherwise interested in, any person in which the 
Company may be interested as a shareholder or otherwise, and, subject to the Business 
Corporations Act, the director or officer is not accountable to the Company for any remuneration 
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or other benefits received by him or her as director, officer or employee of, or from his or her 
interest in, such other person. 

ARTICLE 18 
PROCEEDINGS OF DIRECTORS 

18.1 Meetings of Directors.  The directors may meet together for the conduct of 
business, adjourn and otherwise regulate their meetings as they think fit, and meetings of the 
directors held at regular intervals may be held at the place, at the time and on the notice, if any, 
as the directors may from time to time determine. 

18.2 Voting at Meetings.  Questions arising at any meeting of directors are to be 
decided by a majority of votes and, in the case of an equality of votes, the chair of the meeting 
does not have a second or casting vote. 

18.3 Chair of Meetings.  The following individual is entitled to preside as chair at a 
meeting of directors: 

(a) the chair of the board, if any; 

(b) in the absence of the chair of the board, the president, if any, if the president is a 
director; or 

(c) any other director chosen by the directors if: 

(i) neither the chair of the board nor the president, if a director, is present at 
the meeting within 15 minutes after the time set for holding the meeting; 

(ii) neither the chair of the board nor the president, if a director, is willing to 
chair the meeting; or 

(iii) the chair of the board and the president, if a director, have advised the 
secretary, if any, or any other director, that they will not be present at the 
meeting. 

18.4 Meetings by Telephone or Other Communications Medium.  A director may 
participate in a meeting of the directors or of any committee of the directors in person or by 
telephone if all directors participating in the meeting, whether in person or by telephone or other 
communications medium, are able to communicate with each other. A director may participate in 
a meeting of the directors or of any committee of the directors by a communications medium other 
than telephone if all directors participating in the meeting, whether in person or by telephone or 
other communications medium, are able to communicate with each other and if all directors who 
wish to participate in the meeting agree to such participation. A director who participates in a 
meeting in a manner contemplated by this Article 18.4 is deemed for all purposes of the Business 
Corporations Act and these Articles to be present at the meeting and to have agreed to participate 
in that manner. 

18.5 Calling of Meetings.  A director may, and the secretary or an assistant secretary 
of the Company, if any, on the request of a director must, call a meeting of the directors at any 
time. 
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18.6 Notice of Meetings.  Other than for meetings held at regular intervals as 
determined by the directors pursuant to Article 18.1, reasonable notice of each meeting of the 
directors, specifying the place, day and time of that meeting must be given to each of the directors 
and the alternate directors by any method set out in Article 24.1 or orally or by telephone. 

18.7 When Notice Not Required.  It is not necessary to give notice of a meeting of the 
directors to a director or an alternate director if: 

(a) the meeting is to be held immediately following a meeting of shareholders at which 
that director was elected or appointed, or is the meeting of the directors at which 
that director is appointed; or 

(b) the director or alternate director, as the case may be, has waived notice of the 
meeting. 

18.8 Meeting Valid Despite Failure to Give Notice.  The accidental omission to give 
notice of any meeting of directors to, or the non-receipt of any notice by, any director or alternate 
director does not invalidate any proceedings at that meeting. 

18.9 Waiver of Notice of Meetings.  Any director or alternate director may send to the 
Company a document signed by him or her waiving notice of any past, present or future meeting 
or meetings of the directors and may at any time withdraw that waiver with respect to meetings 
held after that withdrawal. After sending a waiver with respect to all future meetings and until that 
waiver is withdrawn, no notice of any meeting of the directors need be given to that director and, 
unless the director otherwise requires by notice in writing to the Company, to his or her alternate 
director, and all meetings of the directors so held are deemed not to be improperly called or 
constituted by reason of notice not having been given to such director or alternate director. 

18.10 Quorum.  The quorum necessary for the transaction of the business of the 
directors may be set by the directors and, if not so set, is deemed to be set at two directors or, if 
the number of directors is set at one, is deemed to be set at one director, and that director may 
constitute a meeting. 

18.11 Validity of Acts Where Appointment Defective.  Subject to the Business 
Corporations Act, an act of a director or officer is not invalid merely because of an irregularity in 
the election or appointment or a defect in the qualification of that director or officer. 

18.12 Consent Resolutions in Writing.  A resolution of the directors or of any 
committee of the directors consented to in writing by all of the directors entitled to vote on it, 
whether by signed document, fax, email or any other method of transmitting legibly recorded 
messages, is as valid and effective as if it had been passed at a meeting of the directors or of the 
committee of the directors duly called and held. Such resolution may be in two or more 
counterparts which together are deemed to constitute one resolution in writing. A resolution 
passed in that manner is effective on the date stated in the resolution or on the latest date stated 
on any counterpart. A resolution of the directors or of any committee of the directors passed in 
accordance with this Article 18.12 is deemed to be a proceeding at a meeting of directors or of 
the committee of the directors and to be as valid and effective as if it had been passed at a meeting 
of the directors or of the committee of the directors that satisfies all the requirements of the 
Business Corporations Act and all the requirements of these Articles relating to meetings of the 
directors or of a committee of the directors. 
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ARTICLE 19 
EXECUTIVE AND OTHER COMMITTEES 

19.1 Appointment and Powers of Executive Committee.  The directors may, by 
resolution, appoint an executive committee consisting of the director or directors that they 
consider appropriate, and this committee has, during the intervals between meetings of the board 
of directors, all of the directors’ powers, except: 

(a) the power to fill vacancies in the board of directors; 

(b) the power to remove a director; 

(c) the power to change the membership of, or fill vacancies in, any committee of the 
directors; and 

(d) such other powers, if any, as may be set out in the resolution or any subsequent 
directors’ resolution. 

19.2 Appointment and Powers of Other Committees.  The directors may, by 
resolution: 

(a) appoint one or more committees (other than the executive committee) consisting 
of the director or directors that they consider appropriate; 

(b) delegate to a committee appointed under paragraph (a) any of the directors’ 
powers, except: 

(i) the power to fill vacancies in the board of directors; 

(ii) the power to remove a director; 

(iii) the power to change the membership of, or fill vacancies in, any committee 
of the directors; and 

(iv) the power to appoint or remove officers appointed by the directors; and 

(c) make any delegation referred to in paragraph (b) subject to the conditions set out 
in the resolution or any subsequent directors’ resolution. 

19.3 Obligations of Committees.  Any committee appointed under Articles 19.1 or 
19.2, in the exercise of the powers delegated to it, must: 

(a) conform to any rules that may from time to time be imposed on it by the directors; 
and 

(b) report every act or thing done in exercise of those powers at such times as the 
directors may require. 

19.4 Powers of Board.  The directors may, at any time, with respect to a committee 
appointed under Articles 19.1 or 19.2: 
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(a) revoke or alter the authority given to the committee, or override a decision made 
by the committee, except as to acts done before such revocation, alteration or 
overriding; 

(b) terminate the appointment of, or change the membership of, the committee; and 

(c) fill vacancies in the committee. 

19.5 Committee Meetings.  Subject to Article 19.3(a) and unless the directors 
otherwise provide in the resolution appointing the committee or in any subsequent resolution, with 
respect to a committee appointed under Articles 19.1 or 19.2: 

(a) the committee may meet and adjourn as it thinks proper; 

(b) the committee may elect a chair of its meetings but, if no chair of a meeting is 
elected, or if at a meeting the chair of the meeting is not present within 15 minutes 
after the time set for holding the meeting, the directors present who are members 
of the committee may choose one of their number to chair the meeting; 

(c) a majority of the members of the committee constitutes a quorum of the committee; 
and 

(d) questions arising at any meeting of the committee are determined by a majority of 
votes of the members present, and in case of an equality of votes, the chair of the 
meeting does not have a second or casting vote. 

ARTICLE 20 
OFFICERS 

20.1 Directors May Appoint Officers.  The directors may, from time to time, appoint 
such officers, if any, as the directors determine and the directors may, at any time, terminate any 
such appointment. 

20.2 Functions, Duties and Powers of Officers.  The directors may, for each officer: 

(a) determine the functions and duties of the officer; 

(b) entrust to and confer on the officer any of the powers exercisable by the directors 
on such terms and conditions and with such restrictions as the directors think fit; 
and 

(c) revoke, withdraw, alter or vary all or any of the functions, duties and powers of the 
officer. 

20.3 Qualifications.  No officer may be appointed unless that officer is qualified in 
accordance with the Business Corporations Act. One person may hold more than one position as 
an officer of the Company. Any person appointed as the chair of the board or as the managing 
director must be a director. Any other officer need not be a director. 

20.4 Remuneration and Terms of Appointment.  All appointments of officers are to 
be made on the terms and conditions and at the remuneration (whether by way of salary, fee, 
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commission, participation in profits or otherwise) that the directors thinks fit and are subject to 
termination at the pleasure of the directors, and an officer may in addition to such remuneration 
be entitled to receive, after he or she ceases to hold such office or leaves the employment of the 
Company, a pension or gratuity. 

ARTICLE 21 
INDEMNIFICATION 

21.1 Definitions.  In this Article 21: 

(a) “eligible penalty” means a judgment, penalty or fine awarded or imposed in, or an 
amount paid in settlement of, an eligible proceeding; 

(b) “eligible proceeding” means a legal proceeding or investigative action, whether 
current, threatened, pending or completed, in which a director, former director or 
alternative director of the Company (an “eligible party”) or any of the heirs and 
legal personal representatives of the eligible party, by reason of the eligible party 
being or having been a director or alternative director of the Company: 

(i) is or may be joined as a party; or 

(ii) is or may be liable for or in respect of a judgment, penalty or fine in, or 
expenses related to, the proceeding; 

(c) “expenses” has the meaning set out in the Business Corporations Act. 

21.2 Mandatory Indemnification of Directors and Former Directors.  Subject to the 
Business Corporations Act, the Company must indemnify a director, former director, or alternate 
director of the Company and his or her heirs and legal personal representatives against all eligible 
penalties to which such person is or may be liable, and the Company must, after the final 
disposition of an eligible proceeding, pay the expenses actually and reasonably incurred by such 
person in respect of that proceeding.  Each director or alternate director is deemed to have 
contracted with the Company on the terms of the indemnity contained in this Article 21.2. 

21.3 Indemnification of Other Persons.  Subject to any restrictions in the Business 
Corporations Act, the Company may indemnify any person. 

21.4 Non-Compliance with Business Corporations Act.  The failure of a director, 
alternate director or officer of the Company to comply with the Business Corporations Act or these 
Articles does not invalidate any indemnity to which he or she is entitled under this Article 21. 

21.5 Company May Purchase Insurance.  The Company may purchase and maintain 
insurance for the benefit of any person (or his or her heirs or legal personal representatives) who: 

(a) is or was a director, alternate director, officer, employee or agent of the Company; 

(b) is or was a director, alternate director, officer, employee or agent of a corporation 
at a time when the corporation is or was an affiliate of the Company; 
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(c) at the request of the Company, is or was a director, alternate director, officer, 
employee or agent of a corporation or of a partnership, trust, joint venture or other 
unincorporated entity; 

(d) at the request of the Company, holds or held a position equivalent to that of a 
director, alternate director or officer of a partnership, trust, joint venture or other 
unincorporated entity; 

against any liability incurred by him or her as such director, alternate director, officer, employee 
or agent or person who holds or held such equivalent position. 

ARTICLE 22 
DIVIDENDS 

22.1 Payment of Dividends Subject to Special Rights.  The provisions of this Article 
22 are subject to the rights, if any, of shareholders holding shares with special rights as to 
dividends. 

22.2 Declaration of Dividends.  Subject to the Business Corporations Act and the 
rights of the holders of issued shares of the Company, the directors may from time to time declare 
and authorize payment of such dividends as they may deem advisable. 

22.3 No Notice Required.  The directors need not give notice to any shareholder of 
any declaration under Article 22.2. 

22.4 Record Date.  The directors may set a date as the record date for the purpose of 
determining shareholders entitled to receive payment of a dividend. The record date must not 
precede the date on which the dividend is to be paid by more than two months. If no record date 
is set, the record date is 5 p.m. on the date on which the directors pass the resolution declaring 
the dividend. 

22.5 Manner of Paying Dividend.  A resolution declaring a dividend may direct 
payment of the dividend wholly or partly by the distribution of specific assets or of fully paid shares 
or of bonds, debentures or other securities of the Company, or in any one or more of those ways. 

22.6 Settlement of Difficulties.  If any difficulty arises in regard to a distribution under 
Article 22.5, the directors may settle the difficulty as they deem advisable, and, in particular, may: 

(a) set the value for distribution of specific assets; 

(b) determine that cash payments in substitution for all or any part of the specific 
assets to which any shareholders are entitled may be made to any shareholders 
on the basis of the value so fixed in order to adjust the rights of all parties; and 

(c) vest any such specific assets in trustees for the persons entitled to the dividend. 

22.7 When Dividend Payable.  Any dividend may be made payable on such date as is 
fixed by the directors. 
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22.8 Dividends to be Paid in Accordance with Number of Shares.  All dividends on 
shares of any class or series of shares must be declared and paid according to the number of 
such shares held. 

22.9 Receipt by Joint Shareholders.  If several persons are joint shareholders of any 
share, any one of them may give an effective receipt for any dividend, bonus or other money 
payable in respect of the share. 

22.10 Dividend Bears No Interest.  No dividend bears interest against the Company. 

22.11 Fractional Dividends.  If a dividend to which a shareholder is entitled includes a 
fraction of the smallest monetary unit of the currency of the dividend, that fraction may be 
disregarded in making payment of the dividend and that payment represents full payment of the 
dividend. 

22.12 Payment of Dividends.  Any dividend or other distribution payable in cash in 
respect of shares may be paid by cheque, made payable to the order of the person to whom it is 
sent, and mailed to the address of the shareholder, or in the case of joint shareholders, to the 
address of the joint shareholder who is first named on the central securities register, or to the 
person and to the address the shareholder or joint shareholders may direct in writing. The mailing 
of such cheque will, to the extent of the sum represented by the cheque (plus the amount of the 
tax required by law to be deducted), discharge all liability for the dividend unless such cheque is 
not paid on presentation or the amount of tax so deducted is not paid to the appropriate taxing 
authority. 

22.13 Capitalization of Surplus.  Notwithstanding anything contained in these Articles, 
the directors may from time to time capitalize any surplus of the Company and may from time to 
time issue, as fully paid, shares or any bonds, debentures or other securities of the Company as 
a dividend representing the surplus or any part of the surplus. 

ARTICLE 23 
DOCUMENTS, RECORDS AND REPORTS 

23.1 Recording of Financial Affairs.  The directors must cause adequate accounting 
records to be kept to record properly the financial affairs and condition of the Company and to 
comply with the Business Corporations Act. 

23.2 Inspection of Accounting Records.  Unless the directors determine otherwise, 
or unless otherwise determined by ordinary resolution, no shareholder of the Company is entitled 
to inspect or obtain a copy of any accounting records of the Company. 

ARTICLE 24 
NOTICES 

24.1 Method of Giving Notice.  Unless the Business Corporations Act or these Articles 
provides otherwise, a notice, statement, report or other record required or permitted by the 
Business Corporations Act or these Articles to be sent by or to a person may be sent by any one 
of the following methods: 

(a) mail addressed to the person at the applicable address for that person as follows: 
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(i) for a record mailed to a shareholder, the shareholder’s registered address; 

(ii) for a record mailed to a director or officer, the prescribed address for 
mailing shown for the director or officer in the records kept by the Company 
or the mailing address provided by the recipient for the sending of that 
record or records of that class; 

(iii) in any other case, the mailing address of the intended recipient; 

(b) delivery at the applicable address for that person as follows, addressed to the 
person: 

(i) for a record delivered to a shareholder, the shareholder’s registered 
address; 

(ii) for a record delivered to a director or officer, the prescribed address for 
delivery shown for the director or officer in the records kept by the Company 
or the delivery address provided by the recipient for the sending of that 
record or records of that class; 

(iii) in any other case, the delivery address of the intended recipient; 

(c) sending the record by fax to the fax number provided by the intended recipient for 
the sending of that record or records of that class; 

(d) sending the record by email to the email address provided by the intended recipient 
for the sending of that record or records of that class; 

(e) physical delivery to the intended recipient; 

(f) as otherwise permitted by any securities legislation (together with all regulations 
and rules made and promulgated thereunder and all administrative policy 
statements, blanket orders, and rulings, notices, and other administrative 
directions issued by securities commissions or similar authorities appointed 
thereunder) in any province or territory of Canada or in the federal jurisdiction of 
the United States or in any state of the United States that is applicable to the 
Company. 

24.2 Deemed Receipt of Mailing.  A record that is mailed to a person by ordinary mail 
to the applicable address for that person referred to in Article 24.1 is deemed to be received by 
the person to whom it was mailed on the day, Saturdays, Sundays and holidays excepted, 
following the date of mailing. 

24.3 Certificate of Sending.  A certificate signed by the secretary, if any, or other officer 
of the Company or of any other corporation acting in that behalf for the Company stating that a 
notice, statement, report or other record was addressed as required by Article 24.1, prepaid and 
mailed or otherwise sent as permitted by Article 24.1 is conclusive evidence of that fact. 

24.4 Notice to Joint Shareholders.  A notice, statement, report or other record may 
be provided by the Company to the joint shareholders of a share by providing the notice to the 
joint shareholder first named in the central securities register in respect of the share. 
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24.5 Notice to Trustees.  A notice, statement, report or other record may be provided 
by the Company to the persons entitled to a share in consequence of the death, bankruptcy or 
incapacity of a shareholder by: 

(a) mailing the record, addressed to them: 

(i) by name, by the title of the legal personal representative of the deceased 
or incapacitated shareholder, by the title of trustee of the bankrupt 
shareholder or by any similar description; and 

(ii) at the address, if any, supplied to the Company for that purpose by the 
persons claiming to be so entitled; or 

(b) if an address referred to in paragraph (a)(ii) has not been supplied to the Company, 
by giving the notice in a manner in which it might have been given if the death, 
bankruptcy or incapacity had not occurred. 

ARTICLE 25 
SEAL AND EXECUTION OF DOCUMENTS 

25.1 Who May Attest Seal.  Except as provided in Articles 25.2 and 25.3, the 
Company’s seal, if any, must not be impressed on any record except when that impression is 
attested by the signatures of: 

(a) any two directors; 

(b) any officer, together with any director; 

(c) if the Company only has one director, that director; or 

(d) any one or more directors or officers or persons as may be determined by the 
directors. 

25.2 Sealing Copies.  For the purpose of certifying under seal a certificate of 
incumbency of the directors or officers of the Company or a true copy of any resolution or other 
document, despite Article 25.1, the impression of the seal may be attested by the signature of any 
director or officer. 

25.3 Mechanical Reproduction of Seal.  The directors may authorize the seal to be 
impressed by third parties on share certificates or bonds, debentures or other securities of the 
Company as they may determine appropriate from time to time. To enable the seal to be 
impressed on any share certificates or bonds, debentures or other securities of the Company, 
whether in definitive or interim form, on which facsimiles of any of the signatures of the directors 
or officers of the Company are, in accordance with the Business Corporations Act or these 
Articles, printed or otherwise mechanically reproduced, there may be delivered to the person 
employed to engrave, lithograph or print such definitive or interim share certificates or bonds, 
debentures or other securities one or more unmounted dies reproducing the seal and the chair of 
the board or any senior officer together with the secretary, treasurer, secretary-treasurer, an 
assistant secretary, an assistant treasurer or an assistant secretary-treasurer may in writing 
authorize such person to cause the seal to be impressed on such definitive or interim share 
certificates or bonds, debentures or other securities by the use of such dies. Share certificates or 
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bonds, debentures or other securities to which the seal has been so impressed are for all 
purposes deemed to be under and to bear the seal impressed on them. 

25.4 Execution of Documents Generally.  The Directors may from time to time by 
resolution appoint any one or more persons, officers or Directors for the purpose of executing any 
instrument, document or agreement in the name of and on behalf of the Company for which the 
seal need not be affixed, and if no such person, officer or Director is appointed, then any one 
officer or Director of the Company may execute such instrument, document or agreement. 

ARTICLE 26 
PROHIBITIONS 

26.1 Definitions.  In this Article 26: 

(a) “designated security” means: 

(i) a voting security of the Company; 

(ii) a security of the Company that is not a debt security and that carries a 
residual right to participate in the earnings of the Company or, on the 
liquidation or winding up of the Company, in its assets; or 

(iii) a security of the Company convertible, directly or indirectly, into a security 
described in paragraph (i) or (ii); 

(b) “security” has the meaning assigned in the Securities Act (British Columbia); 

(c) “voting security” means a security of the Company that: 

(i) is not a debt security, and 

(ii) carries a voting right either under all circumstances or under some 
circumstances that have occurred and are continuing. 

26.2 Application.  Article 26.3 does not apply to the Company if and for so long as it is 
a public company or a pre-existing reporting company which has the Statutory Reporting 
Company Provisions as part of its Articles or to which the Statutory Reporting Company 
Provisions apply. 

26.3 Consent Required for Transfer of Shares or Designated Securities.  No share 
or designated security may be sold, transferred or otherwise disposed of without the consent of 
the directors and the directors are not required to give any reason for refusing to consent to any 
such sale, transfer or other disposition. 
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Board Approval 

The contents and filing of the Information Circular have been approved by the Board of Directors. Where information 

contained in this Information Circular rests particularly within the knowledge of a Person other than CROPS, CROPS 

has relied upon information furnished by such Person. 
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NOTICE OF NO AUDITOR REVIEW OF 
CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

 
 
In accordance with National Instrument 51-102 of the Canadian Securities Administrators, the Company 
discloses that its external auditors have not reviewed the unaudited condensed consolidated interim 
financial statements for the nine months ended September 30, 2020. These financial statements have been 
prepared by management and approved by the Audit Committee and the Board of Directors of the 
Company. 
 
 

 

 



CROPS INC. 
(An Exploration Stage Company) 

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION (UNAUDITED) 
(Expressed in Canadian Dollars) 

 

1 
 

 
As at: September 30, 

2020 
December 31, 

2019 

ASSETS    

Current assets   

Cash   $         66,496   $         32,423  

Taxes receivable 60,082  204,455  

Other receivables (Note 15) -  91,407  

Prepaid expenses and deposits (Note 15) 26,237  52,454  

  152,815  380,739  

   

Non-current assets   

Long-term deposits (Note 15) 61,000  61,000  

Property and equipment (Note 7) 10,552  14,027  

Deferred acquisition costs (Note 9) 125,553 - 

  197,105  75,027  

TOTAL ASSETS  $        349,920   $       455,766  

   

LIABILITIES AND SHAREHOLDERS' EQUITY   

Current liabilities   

Accounts payable and accrued liabilities (Note 15)  $     1,209,388   $    1,023,858  

Convertible debenture interest payable (Note 11) 569,808 325,477 

Convertible debentures – liability component (Note 11) 4,322,731 - 

Convertible debentures – derivative liability (Note 11) 290,814 - 

  6,392,741 1,349,335 

Non-current liabilities   

Convertible debentures – liability component (Note 11) - 4,140,175 

Convertible debentures – derivative liability (Note 11) - 52,321 

Asset retirement obligation (Note 12) 56,461  59,775  

Total liabilities 6,449,202 5,601,606  
   

Shareholders' equity (deficiency)   

Share capital (Note 13) 38,704,356  38,704,356  

Obligation to issue shares (Note 11) 249,288 211,754 

Other equity reserve (Note 13) 3,265,301  3,265,301  

Accumulated other comprehensive income 155,953 154,917 

Deficit  (48,489,863)  (47,543,207) 

Deficiency attributed to shareholders of the Company (6,117,965)  (5,206,879)  

Non-controlling interest (Note 5) 18,683  61,039  

Total shareholders' deficiency (6,099,282)  (5,145,840)  

TOTAL LIABILITIES AND SHAREHOLDERS' DEFICIENCY  $        349,920   $        455,766  

 
APPROVED ON BEHALF OF THE BOARD OF DIRECTORS ON NOVEMBER 24, 2020: 
 

“Simon Ridgway” , Director “Mario Szotlender”  , Director  

Simon Ridgway  Mario Szotlender  
 
 

See accompanying notes to the condensed consolidated interim financial statements 



 CROPS INC. 
(An Exploration Stage Company) 

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF LOSS (UNAUDITED) 

(Expressed in Canadian Dollars) 
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Three months ended 

September 30, 
Nine months ended 

September 30, 

  2020 2019 2020 2019 

     

Gypsum revenue (Note 6)  $                     -   $         309,980   $                     -   $         536,968  

Gypsum production costs (Note 6)  (28,900)  (347,292)  (138,810)  (779,672) 

   (28,900)  (37,312)  (138,810)  (242,704) 

     

Phosphate Exploration Expenditures (Note 10)  (8,162)            (45,027)  (35,512)  (342,333) 

     

General and administrative expenses     

Accounting and legal                1,502                 -                 2,805                 9,274  

Amortization                1,083                1,841                 3,475                 5,637  

Consulting fees 10,500 - 10,500 - 

Finance expense (Note 11)             158,150              135,492              464,421              397,825  

Interest and bank charges 1,766                    715                 2,416                 2,052  

Management fees (Note 15)              10,500               10,500               29,500               31,500  

Office and miscellaneous (Note 15)                4,619                 10,955               15,336               26,244  

Regulatory and stock exchange fees (Note 15)                835                 861                 9,385                 9,531  

Rent and utilities (Note 15)                5,400                 4,318                 12,413                 13,877  

Salaries and benefits (Note 15)              11,279               13,066               27,119               42,674  

Shareholder communication (Note 15)              957               1,132               2,724               36,705  

Travel and accommodation (Note 15) 3,393                    321                 3,964                 1,906  

   (209,984)  (179,201)  (584,058)  (577,225) 

     

Loss from operations  (247,046)  (261,540)  (758,380)  (1,162,262) 

     

Foreign exchange gain             7,818              (47,297)               8,703               20,854  
Fair value adjustment on derivative liability 
   (Note 11)             11,925              127,265  

            
(238,493)              402,782  

Asset retirement obligation accretion (Note 12)                  -                  (300)                  -                  (900) 

Loss   $       (227,303)  $       (181,872)  $       (988,170)  $       (739,526) 

     

Loss attributable to:     

Equity shareholders of the Company  $       (218,587)  $       (169,545)  $       (946,656)  $       (699,700) 

Non-controlling interest (Note 5)             (8,716)             (12,327)             (41,514)             (39,826) 

   $       (227,303)  $       (181,872)  $       (988,170)  $       (739,526) 

     
Loss per share attributable to equity 
shareholders of the Company     

- basic and diluted  $(0.00)  $(0.00)  $(0.01)  $(0.01) 

     
Weighted average number of shares 
outstanding      

- basic and diluted 69,890,620        69,890,620         69,890,620         69,194,430  

 

See accompanying notes to the condensed consolidated interim financial statements 
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Three months ended 
September 30, 

Nine months ended 
September 30, 

  2020 2019 2020 2019 

     

Loss   $       (227,303)  $       (181,872)  $       (988,170)  $       (739,526) 

     

Other comprehensive loss:     

Exchange losses arising on translation of foreign 
operation             (3,237)             (99,385)            (2,806)            (212,041) 

Total comprehensive loss  $       (230,540)  $       (281,257)  $       (990,976)  $       (951,567) 

     

Comprehensive loss attributable to:     

Equity shareholders of the Company  $       (220,853)  $       (239,115)  $       (948,620)  $       (848,129) 

Non-controlling interest             (9,687)             (42,142)             (42,356)  (103,438) 

   $       (230,540)  $       (281,257)  $       (990,976)  $       (951,567) 

 
 
 

See accompanying notes to the condensed consolidated interim financial statements 



 CROPS INC. 
(An Exploration Stage Company) 

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY (DEFICIENCY) (UNAUDITED) 
For the nine months ended September 30, 2020 and 2019 

(Expressed in Canadian Dollars) 
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  Equity attributed to shareholders of the Company   

  

Number of 
common 

shares Share capital 

Obligation 
to issue 
shares 

Share 
subscriptions 

received 
Other equity 

reserve 

Accumulated 
other 

comprehensive 
income (loss) Deficit Total 

Non-controlling 
interest Total 

Balance, December 31, 2018 58,710,620   $  38,317,051   $   161,754   $       459,000   $    3,097,601   $         303,152   $(42,114,340)  $         224,218   $      2,689,631   $    2,913,849  

Loss for the period -                        -  -                        -                        -                        -   (699,700)            (699,700)             (39,826)  (739,526) 
Shares issued for private 
   placements 

       
11,180,000  

            
391,300  

                      
-  

           
(459,000) 

            
167,700                        -                        -              100,000                        -              100,000  

Obligation to issue shares -                        -  37,397                        -                        -                        -                        -               37,397                       -  37,397 

Share issuance costs -   (3,995) -                        -                        -                        -                        -                (3,995)                       -   (3,995) 
Currency translation 
   adjustment 

                      
-                        -  

                      
-                        -                        -  

            
(148,429)                       -  

            
(148,429) 

              
(63,612) 

            
(212,041) 

Balance, September 30, 2019 69,890,620  38,704,356  199,151                        -  3,265,301              154,723   (42,814,040)  (490,509)          2,586,193  2,095,684  

Loss for the period -                        -  -                        -                        -                        -   (4,729,167)         (4,729,167)         (1,904,699)  (6,633,866) 

Obligation to issue shares -                        -  12,603                        -                        -                        -                        -               12,603                       -  12,603 
Equity returned to non- 
   controlling interest 

                      
-                        -  

                      
-                        -                        -                        -                        -                        -             (620,538)            (620,538) 

Currency translation 
   adjustment 

                      
-                        -  

                      
-                        -                        -             194                       -             194             83            277 

Balance, December 31, 2019 69,890,620  38,704,356  211,754                        -  3,265,301              154,917   (47,543,207)         (5,206,879)              61,039   (5,145,840) 

Loss for the period -                        -  -                        -                        -                        -   (946,656)            (946,656)             (41,514)  (988,170) 

Obligation to issue shares -                        -  37,534                        -                        -                        -                        -               37,534                       -  37,534 
Currency translation 
   adjustment 

                      
-                        -  

                      
-                        -                        -                 (1,964)                        -                 (1,964)                (842)                  (2,806)   

Balance, 
September 30, 2020 69,890,620   $  38,704,356   $   249,288   $                   -   $    3,265,301   $         152,953   $(48,489,863)  $     (6,117,965)  $           18,683   $     (6,099,282) 

 
 
 
 

 
See accompanying notes to the condensed consolidated interim financial statements



 CROPS INC. 
(An Exploration Stage Company) 

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS (UNAUDITED) 
(Expressed in Canadian Dollars) 
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Three months ended 
September 30, 

Nine months ended 
September 30, 

  2020 2019 2020 2019 

     

OPERATING  ACTIVITIES     

Net loss for the period  $       (227,303)  $       (181,872)  $       (988,170)  $       (739,526) 

Items not involving cash:     

Amortization                1,083                 1,841                 3,475                 5,637  

Accretion of asset retirement obligation                   -                    300                    -                    900  

Finance expense             158,151              135,492              464,422              397,825  

Unrealized foreign exchange loss  (5,494)  2,270  (6,121)  4,814  

Fair value adjustment on derivative liability  (11,925)  (127,265)  238,493  (402,782) 

   (85,488)  (169,234)  (287,901)  (733,132) 

      

Changes in non-cash working capital items:     

Taxes receivable             (5,603)             40,337             144,373             (11,367) 

Prepaid expenses and deposits              (8,190)   (20,017)               26,217               956  

Other receivables              -   (205,193)               91,407   (150,414)  

Inventory             -             272,606              -               312,027  

Accounts payable and accrued liabilities              193,875               96,843              185,530              432,856  

Net cash provided by (used in) operating activities   94,594 15,342  159,626  (149,074) 

     

FINANCING ACTIVITIES     

Proceeds from issuance of capital stock                       -                        -              -              100,000  

Share issuance costs                       -                        -                -               (3,995) 

Net cash provided by financing activities              -              -              -              96,005  

     

INVESTING ACTIVITIES     

Deferred mineral property acquisition costs  (125,553)                        -  (125,553)             -  

Net cash used in investing activities   (125,553)               -   (125,553)               -  

     

Increase (decrease) in cash              (30,959)             15,342             34,073             (53,069) 

     

Cash, beginning of period              97,455               9,218               32,423               77,629  

      

Cash, end of period  $           66,496   $           24,560   $           66,496   $            24,560  

 
Supplemental disclosure with respect to cash flows (Note 19) 
 
 
 

See accompanying notes to the condensed consolidated interim financial statements
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(An Exploration Stage Company) 

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED) 
For the nine months ended September 30, 2020 

(Expressed in Canadian Dollars) 
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1. NATURE OF OPERATIONS AND ABILITY TO CONTINUE AS A GOING CONCERN 
 
CROPS Inc. (the “Company”) was incorporated in British Columbia on April 30, 1993 and continued to the 
Yukon Territory on April 23, 2018. Its common shares are publicly traded on the TSX Venture Exchange 
(“TSX-V”) under the symbol “COPS”.  

The Company is engaged in the acquisition and exploration of mineral properties. The Company’s corporate 
office and principal place of business is #650 – 200 Burrard Street, Vancouver, BC, Canada V6C 3L6. 

These condensed consolidated interim financial statements have been prepared on a going concern basis, 
which assumes that the Company will be able to meet its obligations and continue its operations for its next 
fiscal year. Realization values may be substantially different from the carrying values shown and these 
condensed consolidated interim financial statements do not give effect to adjustments that would be 
necessary to the carrying values and classification of assets and liabilities should the Company be unable 
to continue as a going concern. At September 30, 2020, the Company had not yet achieved profitable 
operations, has accumulated losses of $48,489,863 since inception, and is expected to incur further losses 
in the development of its business, all of which raises substantial doubt about its ability to continue as a 
going concern. The Company will periodically have to raise additional financing in order to acquire and 
conduct work programs on mineral properties and meet its ongoing levels of corporate overhead and 
discharge its liabilities as they come due. While the Company has been successful in securing financings 
in the past, there is no assurance that it will be able to do so in the future. Management is continuing to 
investigate opportunities to raise financing for the Company. 

Since March 2020, the outbreak of the novel strain of coronavirus, specifically identified as “COVID-19”, 
has continued to result in governments worldwide enacting emergency measures to combat the spread of 
the virus. These measures, which include the implementation of travel bans, self-imposed quarantine 
periods and physical distancing, have caused material disruption to business globally resulting in an 
economic slowdown. The duration and impact of the COVID-19 outbreak is unknown at this time and it is 
not possible to reliably estimate the length and severity of these developments and the impact on the 
financial results and condition of the Company in future periods. 

 
 
2. BASIS OF PREPARATION 

 
Statement of Compliance 

These condensed consolidated interim financial statements have been prepared in accordance with 
International Accounting Standards (“IAS”) 34, Interim Financial Reporting, as issued by the International 
Accounting Standards Board (“IASB”) on a basis consistent with the significant accounting policies 
disclosed in Note 3 of the audited consolidated financial statements for the year ended December 31, 2019. 
These condensed consolidated interim financial statements do not include all of the information required 
for full annual financial statements.  
 
Basis of Measurement 

These condensed consolidated interim financial statements have been prepared on the historical cost basis, 
except for certain financial instruments, which are stated at their fair values. In addition, these condensed 
consolidated interim financial statements have been prepared using the accrual basis of accounting, except 
for cash flow information. 

The condensed consolidated interim financial statements are presented in Canadian dollars (“CDN”), which 
is also the Company’s and all of its subsidiaries functional currency, except for its 70% owned subsidiary, 
Juan Paulo Quay S.A.C., which has a functional currency of the Peruvian Sol.  
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2. BASIS OF PREPARATION – cont’d 
 

The preparation of consolidated financial statements in compliance with IFRS requires management to make 
certain critical accounting estimates. It also requires management to exercise judgment in applying the 
Company’s accounting policies. The areas involving a higher degree of judgment of complexity, or areas 
where assumptions and estimates are significant to the condensed consolidated interim financial statements 
are disclosed in Note 4. 

 
Basis of Consolidation 

These condensed consolidated interim financial statements include the accounts of the Company and its 
wholly owned subsidiaries. A subsidiary is an entity in which the Company is exposed, or has rights, to 
variable returns from its involvement with the investee and has the ability to affect those returns through its 
power over the investee. All material intercompany transactions and balances have been eliminated on 
consolidation. 

Details of the Company’s principal subsidiaries at September 30, 2020 are as follows: 
 

Name 
Place of 
incorporation 

Ownership 
% Principal activity 

Agrifos Peru S.A.C. Peru 100% Exploration company 

Juan Paulo Quay S.A.C.  Peru 70% Exploration and mining company 

  
 
3. STANDARDS, AMENDMENTS AND INTERPRETATIONS NOT YET EFFECTIVE 

 
The Company will be required to adopt the following standard and amendments issued by the IASB as 
described below: 
 
IFRS 17 Insurance Contracts 

IFRS 17 is a new standard that requires insurance liabilities to be measured at a current fulfillment value 
and provides a more uniform measurement and presentation approach for all insurance contracts. These 
requirements are designed to achieve the goal of a consistent, principle-based accounting for insurance 
contracts. IFRS 17 supersedes IFRS 4, Insurance Contracts, and related interpretations.  

Effective for the Company’s annual period beginning January 1, 2021. The Company has yet to assess the 
impact of IFRS 17 on its consolidated financial statements. 
 

 
4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 

 
The Company makes estimates and assumptions about the future that affect the reported amounts of 
assets and liabilities. Estimates and judgments are continually evaluated based on historical experience 
and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. In the future, actual experience may differ from these estimates and assumptions. 

The effect of a change in an accounting estimate is recognized prospectively by including it in loss and 
comprehensive loss in the period of the change, if the change affects that period only, or in the period of 
the change and future periods, if the change affects both. 

The key areas of judgment applied in the preparation of the condensed consolidated interim financial 
statements that could result in a material adjustment to the carrying amounts of assets and liabilities are as 
follows:  
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS – cont’d 
 
a) Although the Company has taken steps to verify title to mineral properties in which it has an interest, 

these procedures do not guarantee the Company’s title. Such properties may be subject to prior 
agreements or transfers and title may be affected by undetected defects.  

b) Judgment is required in the determination that the Company will continue as a going concern for the 
next year (Note 1).  

c) The carrying value of the investment in acquisition costs relates to a mineral interest and exploration 
and evaluation asset, and the recoverability of their carrying values. The Company’s accounting policy 
for acquisition costs relating to the mineral interest and exploration and evaluation asset requires 
judgment in determining whether it is likely that future economic benefits will flow to the Company. 

If, after acquisition costs relating to the mineral interest or exploration and evaluation asset are 
capitalized, information becomes available suggesting that the carrying amount of the mineral interest 
or exploration and evaluation asset may exceed its recoverable amount, the Company carries out an 
impairment test at the cash-generating unit (“CGU”) or group of cash-generating units (“CGUs”) level 
in the year the new information becomes available. The recoverable amount of the exploration and 
evaluation asset has been determined using comparable phosphate exploring and mining companies 
in Peru and abroad, market capitalization and estimated enterprise value of the Company. Such 
calculations and models were required to estimate, amongst other items, the estimation of the resource, 
amount and timing of extraction of mineralization, commodity prices, input costs, discount rates and 
currency rates. The data utilized to estimate these key items included available NI 43-101 reports, 
feasibility studies and judgements regarding life of mine and mine plan. 

d) Inventory valuation requires judgment to determine obsolescence and estimates of provisions for 
obsolescence to ensure that the carrying value of inventory is not in excess of net realizable value. 

e) The functional currency for each of the Company’s subsidiaries is the currency of the primary economic 
environment in which the entity operates. Determination of the functional currency may involve certain 
judgments to determine the primary economic environment and the Company reconsiders functional 
currency of its entities if there is a change in events and conditions which determined the primary 
economic environment. 

f) Judgment is applied in determining whether disposal groups represent a component of the entity, the 
results of which should be recorded as discontinued operations in the consolidated statements of 
operations and comprehensive loss. 

 
The key estimates applied in the preparation of the consolidated financial statements that could result in a 
material adjustment to the carrying amounts of assets and liabilities are as follows: 

a) The Company may be subject to income tax in several jurisdictions and significant judgment is required 
in determining the provision for income taxes. During the ordinary course of business and on 
dispositions of mineral property or interests therein, there are transactions and calculations for which 
the ultimate tax determination is uncertain. As a result, the Company recognizes tax liabilities based on 
estimates of whether additional taxes and interest will be due. This assessment relies on estimates and 
assumptions and may involve a series of judgments about future events, and interpretation of tax law. 
To the extent that the final tax outcome of these matters is different than the amounts recorded, such 
differences will impact income tax expense in the period in which such determination is made. 

b) The fair value of the derivative liability is measured using the Black-Scholes option pricing model. 
Measurement inputs include share price on measurement date, exercise price of the conversion 
feature, expected volatility, expected life of the derivative, expected dividends and the risk-free rate. 
Changes in the input assumptions could affect the liability and derivative liability components 
recognized in the condensed consolidated interim statements of financial position and the accretion 
expense and fair value change recognized in profit or loss.  
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5. NON-CONTROLLING INTEREST 
 
Juan Paulo Quay S.A.C. (“JPQ”), a 70% owned subsidiary of the Company, has a material non-controlling 
interest (“NCI”) in the Company.  
 
JPQ Agreement 
 
In March 2015, the Company’s Peruvian subsidiary, Agrifos Peru S.A.C. (“Agrifos Peru”) completed a 
purchase agreement with the shareholders (the “Vendors”) of JPQ, titleholder of the Bayovar 12 phosphate 
mining concession (the “Bayovar 12 Project”) located in Northern Peru, whereby the Company acquired a 
70% interest in shares of JPQ (the “Bayovar Interest”).   

A provision in the purchase agreement includes a requirement for the Company to spend a minimum of 
US$14.0 million in development of the Bayovar 12 Project (such amount to include expenditures incurred 
prior to the purchase agreement), with no time limit for making such expenditure and without dilution to the 
Vendor’s remaining 30% interest.  During the six-month periods ended June 30, 2020 and 2019, there were 
no costs excluded from the NCI. 

During the period ended September 30, 2020, the Company and the Vendors began a process for JPQ to 
relinquish the Bayovar 12 Project (Note 9).  
 
Summarized financial information in relation to JPQ, before intra-group eliminations, is presented below 
together with amounts attributed to NCI: 

 
 Nine months ended September 30, 
   2020   2019  

Revenue and other income $                      - $          536,968 

Gypsum operation expenses (138,810) (779,672) 

Amortization (2,428) (2,477) 

Foreign exchange loss 2,859 (1,404) 

Loss  $        (138,379)  $        (246,585)  

Loss allocated to NCI  $          (41,514)  $          (39,826)  

   

Other comprehensive loss allocated to NCI:   

Currency translation adjustment (842) (63,612) 

Total comprehensive loss allocated to NCI  $          (42,356)  $        (103,438)  

Dividends paid to NCI  $                      -  $                      -  
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5. NON-CONTROLLING INTEREST – cont’d 
 
 

 Nine months ended September 30, 

  2020   2019  

Cash flows from operating activities $        (135,951)  $        (244,108)  

Cash flows from investing activities -  -  

Cash flows from financing activities -  200,378  

Net cash outflows  $        (135,951)  $          (43,730)  

 

As at 
September 30, 

2020 
December 31, 

2019 

Current assets  $          120,592  $           334,887  

Non-current assets 5,881  8,650  

  126,473  343,537  

   
Current liabilities (7,734) (80,299) 

Non-current liabilities  (56,461)  (59,775) 

  (64,195)  (140,074) 

Net assets  $            62,278  $           203,463  

Accumulated non-controlling interests  $            18,683  $             61,039  

 
 
6.   GYPSUM PRODUCTION AND INVENTORY 
 

Gypsum has been produced on the Bayovar 12 Project in compliance with the requirements of the Peru 
mining authority for maintaining the Bayovar 12 concession in good standing, with minimum production set 
at 80,000 tonnes for each twelve-month period ended June 30th. In early 2019, the Bayovar 12 Project 
region experienced heavy rainfall resulting in flooding which impacted the Company’s ability to access the 
property and perform extraction activities. As a result, JPQ was unable to meet the minimum production 
requirements for the twelve-month period ended June 30, 2019. Management of the Company was in 
discussions with the mining authority regarding the annual minimum production requirements until such 
time that the Company decided to begin the process of relinquishing the Bayovar 12 Project during the 
period ended September 30, 2020 (Note 9). 

During the nine-month period ended September 30, 2020, there was no gypsum sold or produced and JPQ 
donated its remaining 118,679 tonnes of gypsum inventory to the Fundacion Comunal San Martin de 
Sechura in Peru for $Nil proceeds. The $232,196 carrying cost of the inventory was written down to its net 
recoverable value of $Nil during the 2019 fiscal year. 

During the nine-month period ended September 30, 2019, Company sold 59,105 tonnes of gypsum for 
gross proceeds of $536,968 and produced 4,125 tonnes of gypsum.   
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7.   PROPERTY AND EQUIPMENT  
 

  Vehicles 
Computer 

equipment 
Furniture and 

equipment 
Leasehold 

improvements Total 

Cost      

Balance, December 31, 2018  $      45,185   $      35,913  $          30,536  $          19,060   $     130,694 

Additions -  -  -  -  -  

Balance, December 31, 2019 45,185  35,913  30,536  19,060  130,694  

Additions -  -  -  -  -  

Balance, September 30, 2020  $      45,185   $      35,913   $          30,536   $          19,060   $     130,694  

      
Accumulated amortization      

Balance, December 31, 2018  $      35,844  $      33,104  $          23,648  $          16,885  $     109,481 

Charge for period  2,656  822  1,533  2,175 7,186 

Balance, December 31, 2019     38,500      33,926          25,181         19,060      116,667  

Charge for period  1,948  546 981  - 3,475 

Balance, September 30, 2020  $      40,448   $      34,472  $          26,162   $          19,060   $     120,142  

      
Carrying amounts      

At December 31, 2019  $        6,685   $        1,987   $            5,355   $                    -   $       14,027  

At September 30, 2020  $        4,737   $        1,441   $            4,374  $                    -   $       10,552  

  
 
8.   GYPSUM MINERAL INTEREST 
 

The Company’s mineral interest comprised the gypsum mineral portion of the Bayovar 12 Project interest 
the Company acquired in 2015.  

During the 2016 fiscal year, the carrying value of the mineral interest was determined to be impaired and 
as a result, written down to $Nil. During the period ended September 30, 2020, JPQ began the process of 
relinquishing the Bayovar 12 Project (Note 9) so there were no indicators that would have led to a reversal 
of the previous year’s impairment charges as at September 30, 2020.  
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9.   EXPLORATION AND EVALUATION ASSETS  
 

The Company has capitalized the following acquisition costs on its mineral properties as at September 30, 
2020: 

 

   Bayovar  

Balance, December 31, 2018  $       9,981,135 

Cumulative translation adjustment (303,731) 

Write-off of exploration and evaluation asset (9,677,404) 

Balance, December 31, 2019 -  

Balance, September 30, 2020  $                      -  

 
Bayovar 12 Project - Peru 

In March 2015, the Company’s Peruvian subsidiary, Agrifos Peru, acquired a 70% interest in the issued 
share capital of JPQ. During the period ended September 30, 2020, JPQ began the process of relinquishing 
its interest in the Bayovar 12 Project and as a result, management of the Company determined there were 
indicators of impairment and wrote off the capitalized cost of $9,677,404 as at December 31, 2019 to its 
recoverable value of $Nil based on level 3 of the fair value hierarchy. 
 
Superior Lake Project - Canada 

On September 9, 2020, the Company entered into an agreement to purchase (the “Acquisition”) 100% of 
the Superior Lake Zinc Project (the “Project”) from Superior Lake Resources Limited (“Superior Lake”) 
through the purchase of 100% of the existing common shares of Pick Lake Mining Limited (“Pick Lake”), a 
company incorporated under the laws of Nova Scotia, which at closing will hold all of Superior Lake’s 
interest in the Project. 

To complete the Acquisition, the Company intends to conduct the following transactions: 

• consolidate its common shares on 10:1 basis. 

• settle in full the principal amount of its existing debentures, plus accrued interest, by issuing 20,960,790 
post-consolidation common shares of the Company. 

• raise a minimum of $3.0 million via a private placement of subscription receipts (the “Financing”) at 
$0.10 per receipt, which receipts will be converted at the closing of the Acquisition into a total of 30 
million post-consolidation common shares of the Company. 

• in consideration for the transfer to the Company of 100% of the issued shares of Pick Lake, the wholly-
owned subsidiary of Superior Lake which at closing will hold the rights to the Project: 
• issue 128,920,000 post-consolidation shares to Superior Lake; 
• make cash payments of AUS$200,000 and $500,000 to Superior Lake, in addition to an initial non-

refundable payment of C$25,000 which has been advanced to Superior Lake; 
• assume the rights and obligations of the underlying purchase and option agreements regarding the 

Pick Lake and Winston Lake deposits. 

• issue 3,200,000 post-consolidation shares as an advisory fee in connection with the Acquisition. 

• continue the Company’s jurisdiction from the Yukon to British Columbia. 

• change the Company’s name to “Metallum Resources Inc.”  

It is anticipated that upon completion of the foregoing transactions, the Company will have 190,069,852 
common shares issued and outstanding, of which Superior Lake will own approximately 67%. 

Completion of the Acquisition is subject to a number of conditions, including approval by the shareholders 
of the Company and Superior Lake, completion of the Financing, preparation of a NI 43-101 compliant 
technical report on the Project, and approvals by the TSXV and the Australian Stock Exchange. The 
Acquisition cannot close until the required shareholder and stock exchange approvals are obtained. There 
can be no assurance that the Acquisition will be completed as proposed or at all.  
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10. PHOSPHATE PROPERTY EXPENDITURES  
 

During the nine-month periods ended September 30, 2020 and 2019, the Company incurred the following 
expenditures relating to the Bayovar 12 phosphate mineral property which were expensed as incurred: 

 

 Nine months ended September 30, 

   2020   2019  

Geological and other consulting (Note 15)  $            26,339           $          121,759           

Office and administration 8,172 57,647 

Salaries 768 154,678 

Travel - 6,885 

Value added tax 233 1,364 

 $            35,512 $          342,333 

 
 

11. CONVERTIBLE DEBENTURES  
 

  

Debt 
liability 

component 

Derivative 
liability 

component Total 

Balance, December 31, 2018  $      4,089,452   $         522,223   $      4,611,675  

Fair value adjustment                       -   (469,902)  (469,902) 

Accretion of interest  (113,002)                       -   (113,002) 

Gain on change in estimate             163,725                        -              163,725  

Balance, December 31, 2019          4,140,175               52,321           4,192,496  

Fair value adjustment                       -               238,493               238,493  

Accretion of interest              182,556                        -               182,556  

Balance, September 30, 2020  $      4,322,731   $         290,814   $      4,613,545  

 
Secured Debentures 

On August 23, 2018, the Company issued secured convertible debentures for the total principal sum of 
$4,068,466 and 25,427,912 share purchase warrants to Sprott to repay a loan in full. The debentures have 
a term of three years, and may be convertible, at the election of the holder, into common shares of the 
Company at the rate of $0.08 per share (for a maximum of 50,855,824 shares) if converted on or before 
August 23, 2019, or at the rate of $0.10 per share (for a maximum of 40,684,660 shares) if converted after 
August 23, 2019. The share purchase warrants are exercisable at a price of $0.08 per share for up to three 
years. 

The debentures bear interest which is to be paid quarterly in cash at the rate of 8% per annum. The 
Company may however, subject to TSX-V approval at the time, elect to pay the interest in common shares 
of the Company, in which case the interest rate for the applicable payment will be 10% per annum instead 
of 8%.  

The debentures issued to Sprott are secured by a first charge on all assets of the Company. 

The debentures and warrants issued to Sprott include a restriction such that the holder may only be issued 
the number of debenture shares or warrant shares at any given time that will not result in the holder owning 
or controlling 20% or more of the total outstanding shares of the Company on a non-diluted basis, unless 
and until a resolution approving such issuance of shares has been passed by the shareholders of the 
Company in accordance with the applicable rules and policies of the TSX-V. 
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11. CONVERTIBLE DEBENTURES – cont’d 
 
For accounting purposes, the secured convertible debenture of $4,068,466 is a hybrid financial instrument 
and was allocated into corresponding debt and derivative liability (conversion feature) components at the 
date of issue. Due to the varying conversion prices of the debenture, the conversion feature is accounted 
for as a derivative liability. The Company used the fair value of the derivative liability and warrants issued 
using Black Scholes option pricing model and calculated the present value of the cash-flows, which consists 
of interest and principal payment, to calculate the total consideration paid for the debt component. The debt 
component is subsequently accreted to the face value of the debt portion of the convertible debenture at 
the effective interest rate of 14.7%. The derivative liability component is re-measured at fair value at each 
reporting period. Upon issuance of the secured debenture, the Company recorded a debt component of 
$3,604,004, a derivative component of $495,679, and warrant balance of $352,635. 
 
Secured Debentures – cont’d 

During the nine months ended September 30, 2020, accretion of interest of $165,711 on the secured 
convertible debentures was charged to profit or loss and is included in finance expense (2019: $102,585). 

During the nine months ended September 30, 2020, the Company accrued a liability of $244,331 pertaining 
to interest owing on the secured debentures (2019: $243,439). 
 
Unsecured Debentures 

On August 30, 2018, the Company issued unsecured convertible debentures for total proceeds of $500,000 
and a total of 3,125,000 share purchase warrants to a director of the Company and to a company controlled 
by the Chief Executive Officer of the Company. The debentures have a term of three years, and may be 
convertible, at the election of the holders, into common shares of the Company at the rate of $0.08 per 
share (for a maximum of 6,250,000 shares) if converted on or before August 30, 2019, or at the rate of 
$0.10 per share (for a maximum of 5,000,000 shares) if converted after August 30, 2019. The share 
purchase warrants are exercisable at a price of $0.08 per share for up to three years. 

The debentures bear interest which is to be paid quarterly in common shares of the Company, subject to 
TSX-V approval at the time, at the rate of 10% per annum.  

For accounting purposes, the convertible debentures of $500,000 are hybrid financial instruments and were 
allocated into corresponding debt and derivative liability (conversion feature) components at the date of 
issue. Due to the varying conversion prices of the debenture, the conversion feature is accounted for as a 
derivative liability. The Company used the residual value method, which allocated value first to the 
derivative component, based on the calculated fair value using the Black-Scholes option pricing model then 
to the debt component calculated at the present value of the cash-flows, which consists of interest and 
principal payment and then the residual to the warrants. The debt component is subsequently accreted to 
the face value of the debt portions of the convertible debentures at the effective interest rate of 15.5%. The 
derivative liability component is re-measured at fair value at each reporting period. Upon issuance of the 
unsecured debentures, the fair value was separated into a debt component of $439,119 and a derivative 
component of $60,881. No fair value was attributed to the warrants. 

During the nine months ended September 30, 2020, accretion of $16,845 on the unsecured convertible 
debentures was charged to profit or loss and is included in finance expense (2019: $14,404). 

During the nine months ended September 30, 2020, the Company recorded $37,534 in obligation to issue 
common shares pertaining to the interest accrued on the unsecured debentures (2019: $37,397). 
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12.   ASSET RETIREMENT OBLIGATION  
 

The Company’s asset retirement obligation relates to the restoration and rehabilitation of JPQ’s gypsum 
mining operations. Although the ultimate amount of the asset retirement provision is uncertain, the fair value 
of this obligation is based on information currently available, including closure plans and the Company’s 
interpretation of current regulatory requirements. 

The asset retirement obligation represents the present value of the restoration and rehabilitation costs 
relating to mining activities that have occurred to date. Over time, the discounted liability is increased for 
the changes in present value based on current market discount rates and liability specific risks. Due to JPQ 
being in the process of relinquishing the Bayovar 12 Project, the rehabilitation expenditure is expected to 
be incurred within the next year.  
 

  September 30, 
2020 

December 31, 
2019 

Balance, beginning of period  $              59,775   $              79,109  

Change in liability estimate - (15,953) 

Accretion of interest - 1,200 

Foreign exchange adjustment  (3,314) (4,581) 

Balance, end of period  $              56,461   $              59,775  

 
As at September 30, 2020, the Company has determined that it has a rehabilitation provision of $56,461 
regarding its Bayovar 12 Project. 

 
 
13. SHARE CAPITAL AND RESERVES 

 
(a) Common Shares 
 
The Company is authorized to issue an unlimited number of common shares without par value. 
 
There was no share capital activity during the period ended September 30, 2020. 
 
(b) Share Purchase Warrants 
 
The following is a summary of changes in warrants from December 1, 2018 to September 30, 2020: 
 

  
 Number of 

warrants  

 Weighted 
average 

exercise price  

Balance, December 31, 2018 58,774,437  $0.26  

Issued 11,180,000  $0.05  

Balance, December 31, 2019 69,954,437  $0.24  

Expired (11,180,000)  $0.05  

Balance, September 30, 2020 58,774,437  $0.28  
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13. SHARE CAPITAL AND RESERVES – cont’d 
 
(b) Share Purchase Warrants – cont’d 
 
As at September 30, 2020, the following warrants were outstanding: 

 

Expiry date 
 Number of 

warrants  
 Exercise 

price  

November 11, 2020 4,668,000  $0.80  

August 23, 2021(1) 25,427,912 $0.08  

August 30, 2021(2) 3,125,000 $0.08  

March 22, 2022 25,553,525 $0.40 

  58,774,437    

 (1) The expiry date for these warrants may be accelerated to immediately upon the debentures issued on August 23, 2018 

being repaid or converted in full. 

(2) The expiry date for these warrants may be accelerated to immediately upon the debentures issued on August 30, 2018 

being repaid or converted in full. 

 
 
14. SHARE-BASED PAYMENTS 
 

Option Plan Details 

The Company has a stock option plan that has been ratified and approved by the shareholders of the 
Company in June 2019 (the “Plan”). The Plan allows the Board of Directors to grant incentive stock options 
to the Company’s officers, directors, employees and consultants. The exercise price of stock options 
granted is determined by the Board of Directors at the time of the grant in accordance with the terms of the 
Plan and the policies of the TSX-V. Options vest on the date of granting unless stated otherwise. Options 
granted to investor relations consultants vest in accordance with TSX-V regulation. The options are for a 
maximum term of ten years. 
 
The following is a summary of changes in options for the period ended September 30, 2020: 
 

    During the period   

Grant date Expiry date 
Exercise 

price 
Opening 
balance Granted Exercised 

Expired / 
forfeited 

Closing 
balance 

Vested and 
exercisable 

Jun 29, 2011 Jun 28, 2021 $1.20  18,750  -  -  -  18,750  18,750  

Jun 20, 2012 Jun 19, 2022 $0.84  326,250  -  -  (18,750)  307,500  307,500  

Jul 11, 2012 Jul 10, 2022 $0.84  37,500  -  -  (12,500)  25,000  25,000  

Dec 18, 2013 Dec 17, 2023 $0.88  565,000  -  -  (28,750)   536,250  536,250  

Jan 15, 2014 Jan 14, 2024 $0.88 11,250  -  -  (11,250) -  -  

Jun 5, 2014 Jun 4, 2024 $1.04 3,750 - - (3,750) - - 

      962,500  - -  (75,000)  887,500  887,500 

Weighted average exercise price  $0.87   -   -   $0.87  $0.87 $0.87 
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14. SHARE-BASED PAYMENTS – cont’d 
 
Fair Value of Options Issued During the Period  

There were no options granted during the periods ended September 30, 2020 and 2019. 

The weighted average remaining contractual life of the options outstanding at September 30, 2020 is 2.60 
years (December 31, 2019: 3.36 years). 
 

 
15. RELATED PARTY TRANSACTIONS 
 

The Company’s related parties with transactions during the periods ended September 30, 2020 and 2019 
consist of directors, officers and the following companies with common directors: 
 

Related party  Nature of transactions  

Gold Group Management Inc. (“Gold Group”)  Shared office, administrative, and personnel costs  

Mill Street Services Ltd. (“Mill Street”)  Management services 

Puerto de Bayovar SAC (“Puerto de Bayovar”) Gypsum Sales 

 
Related party transactions for the periods ended September 30, 2020 and 2019, in addition to related party 
transactions disclosed elsewhere in the condensed consolidated interim financial statements, comprise the 
following: 

a) The Company reimbursed Gold Group, a company controlled by the Chief Executive Officer of the 
Company, for shared administration costs consisting of the following:   

 

 
Three months ended 

September 30, 
Nine months ended 

September 30, 

   2020   2019   2020   2019  

Office and miscellaneous  $          3,323   $          4,363   $        10,557   $        13,536  

Regulatory and stock exchange fees 779  -  1,779  1,779  

Rent and utilities 5,400  4,318  12,413  13,877  

Salaries and benefits 11,279  13,066  27,119  42,674  

Shareholder communication 500  -  1,255  592  

Travel and accommodation 890  122  1,461 1,707  

   $        22,171   $        21,869   $        54,584   $        74,165  

 
Gold Group is reimbursed by the Company for these shared costs and other business-related 
expenses paid by Gold Group on behalf of the Company. Salary and benefits include those for the 
Chief Financial Officer and Corporate Secretary. 

 
Other receivables as of September 30, 2020 include $Nil (December 31, 2019: $91,407) owing from Puerto 
de Bayovar, a company controlled by the NCI, for gypsum sales. 

Prepaid expenses and deposits as of September 30, 2020 include $1,312 (December 31, 2019: $2,113) 
paid to Gold Group. 
  



 CROPS INC. 
(An Exploration Stage Company) 

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED) 
For the nine months ended September 30, 2020 

(Expressed in Canadian Dollars) 

 

18 
 

15. RELATED PARTY TRANSACTIONS – cont’d 
 
Long term deposits as of September 30, 2020 consists of $61,000 (December 31, 2019: $61,000) paid to 
Gold Group and are related to the shared administrative services agreement with Gold Group. Upon 
termination of the agreement, the deposits, less any outstanding amounts owing to Gold Group, are to be 
refunded to the Company. 

Accounts payables and accrued liabilities as of September 30, 2020 includes $228,244 (December 31, 
2019: $239,860) owing to Gold Group, $75,000 (December 31, 2019: $44,800) owing to Mill Street, a 
company controlled by the Chief Executive Officer, $72,434 (December 31, 2019: $70,000) owing to the 
President for project management fees and expenses, and $481,890 (December 31, 2019: $353,197) 
owing to Mario Szotlender, a director of the Company, for advances made to the Company. The amount 
owing to Gold Group is partially secured by a deposit and is interest bearing if not paid within a certain 
period. 

 
Key management compensation 

Key management personnel are persons responsible for planning, directing and controlling the activities of 
an entity, and include certain directors and officers. Key management compensation comprises: 
 

 
Three months ended 

September 30, 
Nine months ended 

September 30, 

   2020   2019   2020   2019  

Management fees  $        10,500   $        10,500   $        29,500   $        31,500  

Geological and other fees -  -  -  60,000  

Salaries and benefits 3,208  2,750  7,150  10,542  

   $        13,708   $        13,250   $        36,650   $      102,042  

 
Key management personnel were not paid post-employment benefits, termination benefits or other long-
term benefits during the periods ended September 30, 2020 and 2019. 
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16. SEGMENTED INFORMATION 
 

Operating segments are defined as components of an enterprise about which separate financial information 
is available that is evaluated regularly by the chief operating decision maker, or decision-making group, in 
deciding how to allocate resources and in assessing performance. All of the Company’s operations are 
within the mining sector relating to precious metals exploration. Due to the geographic and political diversity, 
the Company’s exploration operations are decentralized whereby exploration managers are responsible for 
business results and regional corporate offices provide support to the exploration programs in addressing 
local and regional issues. The Company’s operations are therefore segmented on a district basis. The 
Company’s assets are located in Canada and Peru. 
 
Details of financial performance by geographical segments are as follows: 
 

Nine months ended September 30, 2020 Canada Peru Total 

Gypsum revenue   $                  -   $                   -   $                   - 

Gypsum production costs - 138,810 138,810 

Exploration expenditures - 35,512 35,512 

Amortization 172  3,303  3,475  

Net loss  (827,610)  (160,560)  (988,170) 

 

Nine months ended September 30, 2019 Canada Peru Total 

Gypsum revenue   $                  -   $       536,968    $       536,968 

Gypsum production costs - 779,672 779,672 

Exploration expenditures - 342,333 342,333 

Amortization 2,091  3,546  5,637  

Net loss  (169,159)  (570,367)  (739,526) 

 
Details of identifiable assets and liabilities by geographical segments are as follows: 

 
As at September 30, 2020 Canada Peru Total  

Total current assets  $         23,193   $       129,622   $        152,815  

Total non-current assets 187,147  9,958  197,105  

Total assets  $       210,340   $       139,580   $        349,920  

Total current liabilities  $    6,382,459   $         10,282   $     6,392,741  

Total non-current liabilities - 56,461  56,461  

Total liabilities  $    6,382,459   $         66,743   $     6,449,202  

 

As at December 31, 2019 Canada Peru Total  

Total current assets  $         26,797   $       353,942   $        380,739  

Total non-current assets 61,766  13,261  75,027  

Total assets  $         88,563   $       367,203   $        455,766  

Total current liabilities  $    1,247,977  $       101,358   $     1,349,335 

Total non-current liabilities 4,192,496 59,775 4,252,271 

Total liabilities  $    5,440,473   $       161,133   $     5,601,606  
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17. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
The Company is exposed to the following financial risks: 

• Market Risk 

• Credit Risk 

• Liquidity Risk 

In common with all other businesses, the Company is exposed to risks that arise from its use of financial 
instruments.  This note describes the Company’s objectives, policies and processes for managing those 
risks and the methods used to measure them.  Further quantitative information in respect of these risks is 
presented throughout these financial statements. 
 
General Objectives, Policies and Processes 

The Board of Directors has overall responsibility for the determination of the Company’s risk management 
objectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority 
for designing and operating processes that ensure the effective implementation of the objectives and 
policies to the Company’s finance function. The Board of Directors reviews the effectiveness of the 
processes put in place and the appropriateness of the objectives and policies it sets. 

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly 
affecting the Company’s competitiveness and flexibility. Further details regarding these policies are set out 
below. 
 
a) Market Risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will 
affect the Company’s income or the value of its holdings of financial instruments. The objective of market 
risk management is to manage and control market risk exposures within acceptable parameters, while 
optimizing the return. As at September 30, 2020, the Company is exposed to foreign currency risk and 
interest rate risk. 
 
Foreign Currency Risk 

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to fluctuations in foreign 
currencies through its operations in Canada and Peru. The Company monitors this exposure, but has no 
hedge positions. 

As at September 30, 2020, the Company is exposed to currency risk through the following financial assets 
and liabilities denominated in currencies other than the Canadian dollar: 
 

 September 30, 2020  December 31, 2019 

 
 Peruvian 

Soles   US Dollars   
 Peruvian 

Soles   US Dollars  
   (CDN 

equivalent)  
 (CDN 

equivalent)   
 (CDN 

equivalent)  
 (CDN 

equivalent)  

Cash  $          43,757   $          9,665    $          4,947   $         17,619  

Taxes receivable 53,253 -  202,961 - 

Other receivables -  -   -  91,328 

Liabilities  (10,278)  (360,297)   (101,357)  (331,573) 

   $          86,732  $    (350,632)   $      106,551  $     (222,626) 
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17. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT – cont’d 

 
Based on the above net exposures at September 30, 2020, a 10% depreciation or appreciation of the above 
currencies against the Canadian dollar would result in an increase or decrease of approximately $26,400 
(December 31, 2019: $11,600) in the Company’s after tax net earnings, respectively. 

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 is exposed to interest rate risk on its convertible 
debenture debt and cash. As the Company’s cash is currently held in an interest-bearing bank account and 
the Company’s convertible debenture debt is subject to fixed interest rates, management considers the 
interest rate risk to be limited.  

b) Credit Risk  

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet 
its contractual obligations. The Company’s credit risk is primarily attributable to its cash and other 
receivables. The Company limits exposure to credit risk by maintaining its cash with large financial 
institutions. The Company does not have cash that is invested in asset based commercial paper. For other 
receivables, the Company estimates, on a continuing basis, the expected credit losses and provides an 
impairment provision as required. 

c) Liquidity Risk  

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 
The Company’s approach to managing liquidity risk is to provide reasonable assurance that it will have 
sufficient funds to meet liabilities when due. The Company manages its liquidity risk by forecasting cash 
flows required by operations and anticipated investing and financing activities. At September 30, 2020, the 
Company had a working capital deficiency of $6,239,926 (December 31, 2019: $968,596). All of the 
Company’s short-term financial liabilities as of September 30, 2020 have contractual maturities of less than 
45 days and are subject to normal trade terms.  

The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at September 30, 2020: 

  1 year  2 years  Total 

Accounts payable and accrued liabilities  $ 1,209,388 $ - $ 1,209,388 

Convertible debentures   5,138,274  -  5,138,274 

 $ 6,347,662 $ - $ 6,347,662 

 
Determination of Fair value 

Fair values have been determined for measurement and/or disclosure purposes based on the following 
methods. When applicable, further information about the assumptions made in determining fair values is 
disclosed in the notes specific to that asset or liability. 

The condensed consolidated interim statement of financial position carrying amounts for cash, receivables, 
and accounts payable and accrued liabilities approximates fair value due to their short-term nature. The 
derivative liability is measured at fair value and categorized in level 3. The fair value of the derivative liability 
is based on the Black-Scholes option pricing model. Due to the use of subjective judgments and 
uncertainties in the determination of fair values these values should not be interpreted as being realizable 
in an immediate settlement of the financial instruments. 
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17. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT – cont’d 
 

Fair Value Hierarchy 

Financial instruments that are measured subsequent to initial recognition at fair value are grouped in Levels 
1 to 3 based on the degree to which the fair value is observable: 

Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or 

indirectly; and 
Level 3 – Inputs that are not based on observable market data. 

There were no transfers between levels in the period. 
 
 
18. CAPITAL MANAGEMENT 

 
The Company monitors its cash, debt and convertible debenture debt, common shares, warrants and stock 
options as capital. The Company’s objectives when managing capital are to safeguard the Company’s 
ability to continue as a going concern in order to explore new mineral property opportunities. In order to 
facilitate the management of its capital requirements, the Company prepares periodic budgets that are 
updated as necessary. The Company manages its capital structure and makes adjustments to it in order to 
effectively support the acquisition and exploration of mineral properties. The Company is dependent on 
external financing to fund its current and any future activities. The Company will continue to assess new 
properties and seek to acquire an interest in additional properties if it feels there is sufficient geologic or 
economic potential and if it has adequate financial resources to do so. 

Management reviews its capital management approach on an on-going basis and believes that this 
approach, given the relative size of the Company, is reasonable. There were no changes in the Company's 
approach to capital management during the period ended September 30, 2020. The Company’s investment 
policy is to hold cash in interest bearing bank accounts and/or highly liquid short-term interest-bearing 
investments with maturities of one year or less and which can be liquidated at any time without penalties. 
The Company does not expect its current capital resources to be sufficient to cover its corporate operating 
costs, closure costs relating to the Bayovar 12 Project, and any new property acquisition or development 
programs through the next twelve months. As such, the Company will need to raise additional capital. Actual 
funding requirements may vary from those planned due to a number of factors, including the progress of 
property development activity. The Company believes it will be able to raise additional equity capital as 
required, but recognizes the uncertainty attached thereto. 

 
 
19. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

 
During the periods ended September 30, 2020 and 2019, there was no cash paid for income taxes or loan 
interest. 

Non-cash transactions 

Investing and financing activities that do not have a direct impact on current cash flows are excluded from 
the condensed consolidated interim statements of cash flows. 
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20. CONTINGENT LIABILITY 
 
In 2014, JPQ entered into an agreement with Fosfatos Del Pacifico, S.A. (“Fospac”) to grant Fospac the 
right of easement on a strip of land located on the Bayovar 12 Project. The easement is valid from June 10, 
2014 until the earlier of May 7, 2039 and the date JPQ relinquishes its rights to the Bayovar 12 Project. 

As consideration, Fospac paid 1,800,000 Soles in 2014. Pursuant to the agreement, if JPQ returns or loses 
the concession or surface rights to the Bayovar 12 Project within the sixth to tenth years of the agreement, 
JPQ is to refund Fospac 50% of the consideration. There is no refund obligation after the tenth year. 

 
 
21. EVENTS AFTER THE REPORTING DATE 

 
Subsequent to September 30, 2020, the following events, which has not been disclosed elsewhere in these 
consolidated financial statements has occurred: 
 
A total of 4,668,000 share purchase warrants exercisable at $0.80 per share expired unexercised. 
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CROPS INC. 
(An Exploration Stage Company) 

CONSOLIDATED STATEMENTS OF LOSS  
 (Expressed in Canadian Dollars)

6 

Year Ended 
December 31, 2019

Thirteen Months 
Ended 

December 31, 2018

Gypsum Revenue (Note 17)  $         536,968   $         173,322  

Gypsum Production Costs (Note 17) (855,207) (393,196) 

(318,239) (219,874) 

Phosphate Exploration Expenditures (Note 11)   (420,750)    (727,278)  

General and Administrative Expenses 

Accounting and legal             60,398              123,843  

Amortization (Note 7)                7,186                 9,937  

Finance expense (Notes 12 and 13)             589,925              722,502  

Interest and bank charges                2,535                 3,135  

Management fees (Note 17)              42,000               45,500  

Office and miscellaneous (Note 17)              42,488               34,640  

Regulatory and stock exchange fees (Note 17)              10,627               25,155  

Rent and utilities (Note 17)              17,063               21,594  

Salaries and benefits (Note 17)              52,889               74,094  

Shareholder communication (Note 17)              40,655               29,666  

Travel and accommodation (Note 17)              2,203               22,712  

         (867,969)           (1,112,778)  

Loss from operations         (1,606,958)         (2,059,930) 

Interest and other income                26                 1,780  

Foreign exchange gain/loss (30,001)             (110,704) 

Gain on sales tax reassessment (Note 5) 667,817 - 

Write-off of inventory (232,196) - 

Write-off of exploration and evaluation assets (Note 9) (9,677,404) - 

Loss on extinguishment of long-term debt (Note 13) - (438,937) 

Gain on change in estimate of long-term debt (Note 13) 163,725 - 

Fair value adjustment on derivative liability (Note 13) 469,902 34,337 

Asset retirement obligation accretion (Note 14)                  (1,200)                  (1,232) 

Recovery of accounts payables and accrued liabilities (Note 9)             10,000              -  

Impairment of goodwill (Note 10)  -   (430,988)  

Loss before income taxes         (10,236,289)         (3,005,674) 

Deferred income tax recovery  2,862,897  372,125  

Net loss   $   (7,373,392)  $     (2,633,549) 

Loss attributable to:

Equity shareholders of the Company  $     (5,428,867)  $     (2,694,103) 

Non-controlling interest (Note 5)             (1,944,525)             60,554 

 $   (7,373,392)  $     (2,633,549) 

Loss per share attributable to equity shareholders of the 
Company

- basic and diluted $(0.08) $(0.05) 

Weighted average number of shares outstanding 

- basic and diluted      69,369,908       58,676,908  

See accompanying notes to these consolidated financial statements 



CROPS INC. 
(An Exploration Stage Company) 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS 
 (Expressed in Canadian Dollars)
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Year Ended 
December 31, 2019

Thirteen Months 
Ended 

December 31, 2018

Net loss  $   (7,373,392)  $     (2,633,549) 

Other comprehensive income:

Currency translation adjustment of foreign operation              (211,764)               113,192  

Total comprehensive loss  $   (7,585,156)  $     (2,520,357) 

Comprehensive loss attributable to: 

Equity shareholders of the Company  $     (5,557,102)  $     (2,614,868) 
Non-controlling interest (Note 5)             (2,008,054)             94,511 

 $   (7,585,156)  $     (2,520,357) 

See accompanying notes to these consolidated financial statements 



CROPS INC. 
(An Exploration Stage Company) 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 
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Equity attributed to shareholders of the Company 

Number of 
common 

shares Share capital 

Obligation 
to issue 

shares 

Share 
subscriptions 

received 
(receivable) 

Other equity 
reserve 

Accumulated 
other 

comprehensive 
income (loss) Deficit Total 

Non-controlling 
interest Total 

Balance, November 30, 
2017 58,393,954   $  38,283,093   $             -   $                   -   $    2,744,966   $         223,918   $   (39,420,237)  $      1,831,740   $      2,595,119   $      4,426,859  

Loss for the period -  -  -                        -  -                        -          (2,694,103)         (2,694,103)              60,554          (2,633,549) 
Shares issued for 
   services 316,666               33,958  -                        -                        -                        -                        -               33,958                        -               33,958  

Shares subscribed -  -  -  459,000  -                        -                        -              459,000                        -              459,000  
Obligation to issue 
shares -  -  161,754                        -  -                        -                        -              161,754                        -              161,754  
Warrants issued with 
   convertible debt -                        -  -                        -  352,635                        -                        -              352,635                        -              352,635  
Currency translation 
   adjustment -                        -  -                        -                        -               79,234                        -               79,234               33,958              113,192  

Balance, December 31, 
2018 58,710,620  38,317,051  161,754  459,000  3,097,601              303,152        (42,114,340)             224,218           2,689,631           2,913,849  

Loss for the year -  -  -                        -  -                        -          (5,428,867)         (5,428,867)         (1,944,525)       (7,373,392) 
Shares issued for 
private 
   placement 11,180,000  391,300  -             (459,000) 167,700                        -                        -              100,000                        -              100,000  
Obligation to issue 
shares -  -  50,000                        -  -                        -                        -               50,000                        -               50,000  

Share issuance costs -   (3,995) -                        -  -                        -                        -                (3,995)                       -                (3,995) 
Equity returned to non- 
   controlling interest -                        -  -                        -                        -                        -                        -                        -             (620,538)            (620,538) 
Currency translation 
   adjustment -                        -  -                        -                        -             (148,235)                       -             (148,235)             (63,529)            (211,764) 

Balance, December 31, 
2019 69,890,620 $ 38,704,356 $ 211,754 $                   - $    3,265,301 $         154,917 $   (47,543,207) $     (5,206,879) $        61,039 $     (5,145,840)

See accompanying notes to these consolidated financial statements



CROPS INC. 
(An Exploration Stage Company) 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
 (Expressed in Canadian Dollars)
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Year Ended 
December 31, 2019

Thirteen Months 
Ended 

December 31, 2018

OPERATING ACTIVITIES 

Net loss for the period  $      (7,373,392)  $        (2,633,549) 

Items not involving cash: 

Amortization              7,186               9,937  

Accretion of asset retirement obligation 1,200 1,232 

Finance expense 589,926 532,942 

Share-based payments                -                 33,958  

Unrealized foreign exchange gain (loss) (20,535) 50,800 

Loss on extinguishment of long-term debt - 438,937 

Gain on change in estimate of long term debt (163,725) 

Gain on sales tax reassessment (620,538) - 

Recovery of accounts payable and accrued liabilities   (10,000) - 

Deferred income tax recovery) (2,862,897) (322,830) 

Fair value adjustment on derivative liability (469,902) (34,337) 

Write-off of exploration and evaluation asset 9,677,404 - 

Write-off of inventory 232,196 - 

Impairment of goodwill - 430,988 

  Revaluation of asset retirement obligation - (89,336) 

(1,013,077) (1,581,258) 

Changes in non-cash working capital items: 

Taxes receivable 15,874 (119,429) 

Prepaid expenses and deposits 42,746 (46,860) 

Other receivables (34,651) 51,112 

Inventory 330,505 (390,088) 

Accounts payable and accrued liabilities 533,698 132,158 

Net cash used in operating activities  (124,905) (1,954,365) 

FINANCING ACTIVITIES

Proceeds from convertible debentures          -           500,000  

Debt transaction costs - (50,657) 

Proceeds from issuance of capital stock 100,000 - 

Share issuance costs (3,995) - 

Share subscriptions received - 415,000 

Net cash provided by financing activities  96,005 864,343 

INVESTING ACTIVITIES 

Purchase of property and equipment - (3,344) 

Net cash used in investing activities  - (3,344) 

Effect of change in foreign currency (16,306) (21,423)

Decrease in cash (45,206) (1,114,789) 

Cash, beginning of period 77,629 1,192,418 

Cash, end of period $             32,423 $             77,629 

Supplemental disclosure with respect to cash flows (Note 20)  

See accompanying notes to these consolidated financial statements
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1. NATURE OF OPERATIONS AND ABILITY TO CONTINUE AS A GOING CONCERN

>MJKN DcX. )i]Z q>dbeVcnr* lVh ^cXdgedgViZY ^c =g^i^h] >dajbW^V dc <eg^a 30, 1993 VcY Xdci^cjZY id i]Z
Yukon Territory on April 23, 2018. Its common shares are publicly traded on the TSX Venture Exchange 
)qONS-Vr*. O]Z >dbeVcn egZk^djhan deZgViZY jcYZg qAdXjh QZcijgZh GiY.r jci^a ^i X]Vc\ZY ^ih cVbZ id
CROPS Inc. on April 23, 2018 and changed its trading symbol on the TSX-Q id q>JKNr.

The Company is engaged in the acquisition and exploration of mineral properties. O]Z >dbeVcnsh XdgedgViZ
office and principal place of business is #650 p 200 Burrard Street, Vancouver, BC, Canada V6C 3L6. 

These consolidated financial statements have been prepared on a going concern basis, which assumes 
that the Company will be able to meet its obligations and continue its operations for its next fiscal year. 
Realization values may be substantially different from the carrying values shown and these consolidated 
financial statements do not give effect to adjustments that would be necessary to the carrying values and 
classification of assets and liabilities should the Company be unable to continue as a going concern. At 
December 31, 2019, the Company had not yet achieved profitable operations, has accumulated losses of 
$47,543,207 since inception, and is expected to incur further losses in the development of its business, all 
of which raises substantial doubt about its ability to continue as a going concern. The Company will 
periodically have to raise additional financing in order to acquire and conduct work programs on mineral 
properties and meet its ongoing levels of corporate overhead and discharge its liabilities as they come due. 
While the Company has been successful in securing financings in the past, there is no assurance that it will 
be able to do so in the future. Management is continuing to investigate opportunities to raise financing for 
the Company.  

2. BASIS OF PREPARATION

Statement of Compliance

These consolidated financial statements of the Company have been prepared in accordance with 
DciZgcVi^dcVa A^cVcX^Va MZedgi^c\ NiVcYVgYh )qDAMNr*, as issued by the International Accounting Standards 
=dVgY )qD<N=r*.

Basis of Measurement

These consolidated financial statements have been prepared on the historical cost basis, except for certain 
financial instruments, which are stated at their fair values. In addition, these consolidated financial statements 
have been prepared using the accrual basis of accounting, except for cash flow information. 

The Xdchda^YViZY [^cVcX^Va hiViZbZcih VgZ egZhZciZY ^c >VcVY^Vc YdaaVgh )q>?Ir*, l]^X] ^h Vahd i]Z
>dbeVcnsh and all of its subsidiaries functional currency, except for its 70% owned subsidiary Juan Paulo 
Quay S.A.C., which has a functional currency of the Peruvian Sol. See Note 3(c) for more information.  

The preparation of consolidated financial statements in compliance with IFRS requires management to make 
certain critical accounting estimates. It also requires management to exercise judgment in applying the 
>dbeVcnsh VXXdjci^c\ eda^X^Zh. The areas involving a higher degree of judgment of complexity, or areas 
where assumptions and estimates are significant to the consolidated financial statements are disclosed in 
Note 4. 
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3. SIGNIFICANT ACCOUNTING POLICIES

a) Basis of Consolidation 

These consolidated financial statements include the accounts of the Company and its wholly owned and 
controlled subsidiaries. A subsidiary is an entity in which the Company is exposed, or has rights, to variable 
returns from its involvement with the investee and has the ability to affect those returns through its power 
over the investee. All material intercompany transactions and balances have been eliminated on 
consolidation. 

?ZiV^ah d[ i]Z >dbeVcnsh principal subsidiaries at December 31, 2019 are as follows: 

Name
Place of 
incorporation

Ownership 
% Principal activity

Agrifos Peru S.A.C. Peru 100% Exploration company 

Focus (Cayman) Inc. Cayman Islands 100% Holding company 

Agrifos International (Cayman) Inc. Cayman Islands 100% Holding company 

Juan Paulo Quay S.A.C.  Peru 70% Exploration and mining company 

b) Non-Controlling Interests 

Non-controlling interests in the net assets of consolidated subsidiaries are identified separately from the 
>dbeVcnsh Zfj^in i]ZgZ^c. OdiVa XdbegZ]Zch^kZ adhh d[ i]Z >dbeVcnsh hjWh^Y^Vgn ^h Viig^WjiZY id i]Z Zfj^in
holders of the Company and to the non-controlling interests even if this results in the non-controlling interest 
having a deficit balance. For the year ended December 31, 2019 and thirteen months ended December 31, 
2018, 30% of the results of operations d[ i]Z >dbeVcnsh Xdchda^YViZY hjWh^Y^Vgn, Euan Paulo Quay S.A.C. 
)qEKLr*, lZgZ Viig^WjiVWaZ id ^ih cdc-controlling interest. 

If a change in ownership interest of a subsidiary occurs and the parent company retains control, the 
transaction is accounted for as a transaction with equity holders in their capacity as equity holders. No gain 
or loss is recognized in profit or loss; instead it is recognized in equity. In addition, no change in the carrying 
amounts of assets (including goodwill) or liabilities is recognized.  

The Company adjusts the non-controlling interest by attributing a proportionate amount of the subsidiaries 
net identifiable assets (excluding goodwill). The Company also adjusts other comprehensive loss to reflect 
the new ownership interest. These adjustments are also recognized in equity.  

c) Foreign Currency Translation 

The functional and presentation currency of the Company is the Canadian dollar. The individual financial 
statements of each subsidiary are presented in the currency of the primary economic environment in which 
the entity operates (its functional currency). Transactions in currencies other than the functional currency 
are recorded at the rates of exchange prevailing on dates of transactions. At each financial position 
reporting date, monetary assets and liabilities that are denominated in foreign currencies are translated at 
the rates prevailing at the reporting date with exchange differences on monetary items being recognized in 
profit or loss in the period in which they arise. Non-monetary items that are measured in terms of historical 
cost in a foreign currency are not retranslated. For the Company and its subsidiaries Agrifos Peru S.A.C., 
Focus (Cayman) Inc., and Agrifos International (Cayman) Inc., the functional currency is the Canadian 
dollar. For JPQ, the functional currency is the Peruvian Sol. For the purposes of presenting consolidated 
financial statements, the assets and liabilii^Zh d[ EKLsh deZgVi^dch VgZ igVchaViZY ^cid >VcVY^Vc YdaaVgh jh^c\
exchange rates prevailing at the end of each reporting period. Income and expense items are translated at 
the average exchange rates for period, unless exchange rates fluctuate significantly during the period, in 
which case the exchange rates at the dates of the transactions are used. Exchange differences arising, if 
any, are recognized in other comprehensive income and accumulated in equity (attributed to non-controlling 
interests as appropriate). 
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3. SIGNIFICANT ACCOUNTING POLICIES l T`_emU

d) Earning / Loss per Share 

Basic loss per share is calculated by dividing the net loss available to common shareholders by the weighted 
average number of shares outstanding during the year. Diluted earnings per share reflect the potential 
dilution of securities that could share in earnings of an entity. In a loss year, potentially dilutive common 
shares are excluded from the loss per share calculation as the effect would be anti-dilutive. Basic and 
diluted loss per share is the same for the periods presented. 

e) Income Taxes 

Income tax expense comprises current and deferred tax. Current and deferred tax are recognized in net 
income except to the extent that it relates to a business combination or items recognized directly in equity 
or in other comprehensive loss/income. 

Current income taxes are recognized for the estimated income taxes payable or receivable on taxable 
income or loss for the current year and any adjustment to income taxes payable in respect of previous 
years. Current income taxes are determined using tax rates and tax laws that have been enacted or 
substantively enacted by the year-end date. 

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs 
from its tax base, except for those taxable temporary differences arising on the initial recognition of goodwill 
or on the initial recognition of an asset or liability in a transaction which is not a business combination and 
at the time of the transaction affects neither accounting nor taxable profit or loss. 

Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences 
is restricted to those instances where it is probable that future taxable profit will be available against which 
the deferred tax asset can be utilized. At the end of each reporting year the Company reassesses 
unrecognized deferred tax assets. The Company recognizes a previously unrecognized deferred tax asset 
only to the extent that it has become probable that future taxable profit will allow the deferred tax asset to 
be recovered. 

f) Property, Equipment and Amortization  

Recognition and Measurement

On initial recognition, property and equipment are valued at cost, being the purchase price and directly 
attributable costs of acquisition required to bring the asset to the location and condition necessary to be 
capable of operating in a manner intended by the Company, including appropriate borrowing costs and the 
estimated present value of any future unavoidable costs of dismantling and removing items. The 
corresponding liability is recognized within provisions. 

Property and equipment is subsequently measured at cost less accumulated amortization, less any 
accumulated impairment losses, with the exception of land which is not amortized. 

When parts of an item of property and equipment have different useful lives, they are accounted for as 
separate items (major components) of property and equipment. 

Gains and Losses

Gains and losses on disposal of an item of property and equipment are determined by comparing the 
proceeds from disposal with the carrying amount, that are recognized net within other income in profit or 
loss. 
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3. SIGNIFICANT ACCOUNTING POLICIES l T`_emU

f) Property, Equipment and Amortization l T`_emU

Amortization

Amortization is recognized in profit or loss to amortize property and equipment over their estimated useful 
lives using the following methods: 

Vehicles 5 year straight-line 

Computer equipment 30% declining balance and 5 year straight-line 

Furniture and equipment 20% declining balance and 10 year straight-line 

Leasehold improvements 7 - 8 years straight-line 

g) Mineral Interests 

Mineral interests include interests in producing mining properties and related plant and equipment. 
Producing mining interests are carried at cost less accumulated depletion and amortization and 
accumulated impairment losses. The costs related to a property from which there is production, together 
with the costs of production equipment, will be depleted and amortized using the unit-of-production method. 

h) Exploration and Evaluation Assets and Expenditures 

Acquisition costs for exploration and evaluation assets are capitalized and include the cash consideration 
eV^Y VcY i]Z [V^g kVajZ d[ Xdbbdc h]VgZh ^hhjZY dc VXfj^h^i^dc, Vi i]Z ZVga^Zg d[ i]Z YViZ i]Z XdjciZgeVginsh
performance is complete or the share issuance date. Exploration expenditures, net of recoveries, are 
charged to operations as incurred. After a property is determined by management to be commercially 
feasible, exploration and development expenditures on the property will be capitalized. On transfer to 
mineral properties, capitalized exploration and evaluation assets are assessed for impairment. Proceeds 
from the sale of minerals recovered during the exploration stage are recorded when title to the minerals 
passes, the proceeds are reasonably determinable and the collectability is assured. 

Where the Company has entered into option agreements to acquire interests in exploration and evaluation 
assets that provide for periodic payments or periodic share issuances, amounts unpaid and unissued are 
cdi gZXdgYZY Vh a^VW^a^i^Zh h^cXZ i]Zn VgZ eVnVWaZ VcY ^hhjVWaZ Zci^gZan Vi i]Z >dbeVcnsh detion. Option 
payments are recorded as exploration and evaluation costs when the payments are made or received and 
the share issuances are recorded as exploration and evaluation costs using the fair market value of the 
>dbeVcnsh Xdbbdc h]VgZh Vi i]Z ZVga^Zg d[ i]Z YViZ i]Z XdjciZgeVginsh eZg[dgbVcXZ ^h XdbeaZiZ dg i]Z
share issuance date. Property interests granted to others under an option agreement where payments to 
be made to the Company are at the sole discretion of the optionee, and payments to the Company resulting 
from royalty interests sold to others under a royalty agreement are recorded as recoveries against the 
acquisition costs at the time of receipt. Any excess recoveries are recorded as income when they are 
received.  

Environmental expenditures that relate to current operations are expensed or capitalized as appropriate. 
Expenditures that relate to an existing condition caused by past operations and which do not contribute to 
current or future revenue generation are expensed. Liabilities are recorded when environmental 
assessments and/or remedial efforts are probable and the costs can be reasonably estimated. Generally, 
the timing of these accruals would be when the actual environmental disturbance occurs. 
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3. SIGNIFICANT ACCOUNTING POLICIES l conemU

h) Exploration and Evaluation Assets and Expenditures l T`_emU

The Company is in the process of exploring and developing its exploration and evaluation assets and has 
not yet determined the amount of reserves available. Management reviews the carrying value of exploration 
and evaluation assets on a periodic basis and whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable, the Company will test the asset for impairment 
based upon a variety of factors, including current exploration results, the prospect of further work being 
carried out by the Company, the assessment of future probability of profitable revenues from the asset or 
from the sale of the asset. Amounts shown for exploration and evaluation assets represent costs incurred 
to date, net of write-downs and recoveries, and are not intended to represent present or future values. 

i) Inventories 

Gypsum inventory is valued at the lower of average production cost and estimated net realizable value. 
Costs include all direct costs incurred in production including direct labour and materials, freight, 
depreciation and amortization and directly attributable overhead costs. 

j) Goodwill 

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition 
of the business less accumulated impairment losses, if any. 

For the purposes of impairment testing, goodwill is allocated to each of the Company's cash-generating 
units (or groups of cash-generating units) that is expected to benefit from the synergies of the combination. 
A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more 
frequently when there is indication that the unit may be impaired. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying 
amount of any goodwill allocated to the unit and then to the other assets of the unit pro- rata based on the 
carrying amount of each asset in the cash generating unit. Any impairment loss for goodwill is recognized 
directly in profit or loss in the consolidated statement of loss. An impairment loss recognized for goodwill is 
not reversed in subsequent periods. Management evaluates goodwill for impairment annually as of 
December 31st. 

k) Impairment of Non-Financial Assets 

Impairment tests on intangible assets with indefinite useful economic lives, including goodwill, are 
undertaken annually at the financial year-end. Other non-financial assets, including exploration and 
evaluation assets and mineral interests where goodwill has been allocated are to be tested for impairment 
annually, otherwise are subject to impairment tests whenever events or changes in circumstances indicate 
that their carrying amount may not be recoverable. Where the carrying value of an asset exceeds its 
recoverable amount, which is the higher of value in use and fair value less costs of disposal, the asset is 
written down accordingly.  

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is 
XVgg^ZY dji dc i]Z VhhZish XVh]-generating unit, which is the lowest group of assets in which the asset 
belongs for which there are separately identifiable cash inflows that are largely independent of the cash 
inflows from other assets. 
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3. SIGNIFICANT ACCOUNTING POLICIES l T`_emU

l) Provisions  

Rehabilitation Provision

The Company recognizes statutory, contractual or other legal obligations related to the retirement of 
tangible long-lived assets when such obligations are incurred, if a reliable estimate of fair value can be 
made. These obligations are measured initially at fair value and the resulting costs capitalized to the 
carrying value of the related asset. In subsequent periods, the liability is adjusted for any changes in the 
amount or timing and for the discounting of the underlying future cash flows. The capitalized asset 
retirement cost is amortized to operations over the life of the asset. 

Other Provisions

Provisions are recognized where a legal or constructive obligation has been incurred as a result of past 
events, it is probable that an outflow of resources embodying economic benefit will be required to settle the 
obligation, and a reliable estimate of the amount of the obligation can be made. If material, provisions are 
measured at the present value of the expenditures expected to be required to settle the obligation. The 
increase in any provision due to passage of time is recognized as accretion expense. 

m) Share Capital 

Equity instruments are contracts that give a residual interest in the net assets of the Company. Financial 
instruments issued by the Company are classified as equity only to the extent that they do not meet the 
definition of a financial liability or financ^Va VhhZi. O]Z >dbeVcnsh Xdbbdc h]VgZh, h]VgZ lVggVcih VcY
options are classified as equity instruments. 

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a 
deduction, net of tax, from the proceeds. 

Warranih ^hhjZY Wn i]Z >dbeVcn ine^XVaan VXXdbeVcn Vc ^hhjVcXZ d[ h]VgZh ^c i]Z >dbeVcn )V qPc^ir*,
and entitle the warrant holder to exercise the warrants for a stated price and a stated number of common 
shares in the Company. The fair value of the Units components sold is measured using the residual value 
approach. 

n) Share-based Payments 

Where equity-settled share options are awarded to employees, or others providing similar services, the fair 
value of the options at the date of grant is charged to the profit or loss over the vesting period. Performance 
vesting conditions are taken into account by adjusting the number of equity instruments expected to vest 
at each reporting date so that, ultimately, the cumulative amount recognized over the vesting period is 
based on the number of options that eventually vest. As long as all other vesting conditions are satisfied, a 
charge is made irrespective of whether these vesting conditions are satisfied. The cumulative expense is 
not adjusted for failure to achieve a market vesting condition or where a non-vesting condition is not 
satisfied. 

Where terms and conditions of options are modified before they vest, the increase in the fair value of the 
options, measured immediately before and after the modification, is also charged to profit or loss over the 
remaining vesting period. 

Where equity instruments are granted to non-employees, they are recorded at the fair value of the goods 
or services received profit or loss. Options or warrants granted related to the issuance of shares are 
recorded as a reduction of share capital. 

When the value of goods or services received in exchange for the share-based payment cannot be reliably 
estimated, the fair value is measured by use of a valuation model. 

All equity-settled share-based payments are reflected in other equity reserve, until exercised. Upon 
exercise, shares are issued from treasury and the amount reflected in other equity reserve is credited to 
share capital, adjusted for any consideration paid. 
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3. SIGNIFICANT ACCOUNTING POLICIES l T`_emU

n) Share-based Payments l T`_emU

Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures when vesting 
conditions are not satisfied, the Company immediately accounts for the cancellation as an acceleration of 
vesting and recognizes the amount that otherwise would have been recognized for services received over 
the remainder of the vesting period. Any payment made to the employee on the cancellation is accounted 
for as the repurchase of an equity interest except to the extent the payment exceeds the fair value of the 
equity instrument granted, measured at the repurchase date. Any such excess is recognized as an 
expense. 

o) Financial Instruments  

Financial Assets 

The Company recognizes a financial asset when it becomes a party to the contractual provisions of the 
instrument. The Company classifies financial assets at initial recognition as financial assets: measured at 
amortized cost, measured at fair value through other comprehensive income or measured at fair value 
through profit or loss. 

Financial assets measured at amortized cost 

A financial asset that meets both of the following conditions is classified as a financial asset measured at 
amortized cost. 

- O]Z >dbeVcnsh Wjh^cZhh bdYZa [dg the such financial assets, is to hold the assets in order to collect 
contractual cash flows. 

- The contractual terms of the financial asset gives rise on specified dates to cash flows that are solely 
payments of principal and interest on the amount outstanding. 

A financial asset measured at amortized cost is initially recognized at fair value plus transaction costs 
directly attributable to the asset. After initial recognition, the carrying amount of the financial asset measured 
at amortized cost is determined using the effective interest method, net of impairment loss, if necessary. 

2NRFRHNFP FVVJWV QJFVXUJI FW KFNU YFPXJ WMUSXLM SWMJU HSQTUJMJRVNYJ NRHSQJ %_2A?:/5`&

A financial asset measured at fair value through other comprehensive income is recognized initially at fair 
value plus transaction costs directly attributable to the asset. After initial recognition, the asset is measured 
Vi [V^g kVajZ l^i] X]Vc\Zh ^c [V^g kVajZ ^cXajYZY Vh q[^cVcX^Va VhhZi Vi [V^g kVajZ i]gdj\] di]Zg XdbegZ]Zch^kZ
^cXdbZr ^c di]Zr comprehensive income. 

2NRFRHNFP FVVJWV QJFVXUJI FW KFNU YFPXJ WMUSXLM TUSKNW SU PSVV %_2A?;8`&

A financial asset measured at fair value through profit or loss is recognized initially at fair value with any 
associated transaction costs being recognized in profit or loss when incurred. Subsequently, the financial 
asset is re-measured at fair value, and a gain or loss is recognized in profit or loss in the reporting period 
in which it arises. 

The Company derecognizes a financial asset if the contractual rights to the cash flows from the asset expire, 
or the Company transfers substantially all the risks and rewards of ownership of the financial asset. Any 
interests in transferred financial assets that are created or retained by the Company are recognized as a 
separate asset or liability. Gains and losses on derecognition are generally recognized in profit or loss. 
However, gains and losses on derecognition of financial assets classified as FVTOCI remain within 
accumulated other comprehensive income (loss). 
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3. SIGNIFICANT ACCOUNTING POLICIES l T`_emU

o) Financial Instruments l T`_emU

Financial Liabilities 

Financial liabilities are classified as amortized cost, based on the purpose for which the liability was 
incurred. These liabilities are initially recognized at fair value net of any transaction costs directly attributable 
to the issuance of the instrument and subsequently carried at amortized cost using the effective interest 
rate method. This ensures that any interest expense over the period to repayment is at a constant rate on 
the balance of the liability carried in the statement of financial position. Interest expense in this context 
includes initial transaction costs and premiums payable on redemptions, as well as any interest or coupon 
payable while the liability is outstanding. 

Accounts payable and accrued liabilities represent liabilities for goods and services provided to the 
Company and operating advances provided to the Company prior to the end of the period which are unpaid. 
Accounts payable and accrued liability amounts related to goods and services provided are unsecured and 
are usually paid within forty-five days of recognition. Operating advances made to the Company are 
unsecured and due on demand. 

The Company has made the following designations of its financial instruments: 

Cash  FVTPL 
Receivables  Amortized cost 
Deposits  Amortized cost 
Accounts payable and accrued liabilities  Amortized cost 
Convertible debenture interest payable  Amortized cost 
Convertible debentures p liability component  Amortized cost 
Convertible debentures p derivative liability  FVTPL 

p) Compound Financial Instruments 

Compound financial instruments issued by the Company comprise convertible debentures in Canadian 
dollars that can be converted to common shares at the option of the holder. The convertible debenture is 
allocated into corresponding debenture and derivative liability components at the date of issue. The liability 
component is initially recognized at the difference between the fair value of the convertible debenture as a 
whole and the fair value of derivative liability, using the Black-Scholes option pricing method. The liability 
component is subsequently accreted to the face value of the liability portion of the convertible debenture at 
the effective interest rate. The derivative liability is re-measured at fair value at each reporting period.  

q) Value Added Taxes 

The Company incurred value added tax (VAT) in Peru and Canada. An amount equal to the expected 
amount refundable has been recorded as Taxes Receivable except for certain operations in Peru where 
the collection of VAT payments is uncertain, and therefore has been expensed and included in Exploration 
Expenditures.  
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3. SIGNIFICANT ACCOUNTING POLICIES l T`_emU

r) Revenue Recognition 

The Company earns revenues from contracts with customers related to the sale of gypsum. Revenue is 
recognized when the customer obtains control of the gypsum and the Company has satisfied its 
performance obligation which is generally when the product is delivered to the customer.  The Company 
considers the terms of the contract which determines the transaction price and the probability that the 
customer will be able to pay based on terms stipulated in the contract.  The transaction price of a contract 
is allocated to each performance obligation based on its stand-alone selling price. 

s) Adoption of New Accounting Standards and Amendments 

The following outlines the new accounting standards and amendments adopted by the Company effective 
January 1, 2019: 

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration  

On December 8, 2016, the IASB issued IFRIC Interpretation 22 Foreign Currency Transactions and 
Advance Consideration. The Interpretation clarifies which date should be used for translation when a foreign 
currency transaction involves an advance payment or receipt. The Interpretation clarifies that the date of 
the transaction for the purpose of determining the exchange rate to use on initial recognition of the related 
asset, expense or income (or part of it) is the date on which an entity initially recognizes the non-monetary 
asset or non-monetary liability arising from the payment or receipt of advance consideration. 

IFRS 9 Financial Instruments 

The Company adopted IFRS 9 p A^cVcX^Va DchigjbZcih )qDAMN 9r* l]^X] gZeaVXZY D<N 39 p Financial 
Instruments: Recognition and Measurement. IFRS 9 provides a revised model for classification and 
bZVhjgZbZci d[ [^cVcX^Va VhhZih, ^cXajY^c\ V cZl ZmeZXiZY XgZY^i adhh )q@>Gr* ^beV^gbZci bdYZa. O]Z
revised model for classifying financial assets results in classification according to their contractual cash flow 
characteristics and the business models under which they are held. IFRS 9 also introduces a reformed 
approach to hedge accounting. IFRS 9 largely retains the existing requirements in IAS 39 for the 
classification of financial liabilities.  

O]Z >dbeVcnsh [^cVcX^Va ^chigjbZcih VgZ VXXdjciZY [dg Vh [daadlh jcYZg DAMN 9 Vh XdbeVgZY id i]Z
>dbeVcnsh egZk^djh eda^Xn ^c VXXdgYVcXZ l^i] D<N 39:

January 1, 2019

IAS 39 IFRS 9 

Financial Asset

Cash FVTPL FVTPL 

Other receivables Amortized cost Amortized cost 

Deposits Amortized cost Amortized cost 

Financial Liability
Accounts payable and 
   accrued liabilities Amortized cost Amortized cost 
Convertible debentures p
   liability component Amortized cost Amortized cost 
Convertible debentures p
   derivative liability  FVTPL FVTPL 
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3. SIGNIFICANT ACCOUNTING POLICIES l T`_emU

s) Adoption of New Accounting Standards and Amendments l T`_emU

O]Z VYdei^dc d[ DAMN 9 Y^Y cdi ]VkZ V bViZg^Va ^beVXi i]Z >dbeVcnsh XaVhh^[^XVi^dc VcY bZVhjgZbZci d[
financial assets and liabilities. The standard also had no impact on the carrying amounts of our financial 
instruments as at the transition date of January 1, 2019. 

IFRS 15 Revenue from Contracts with Customers  

IFRS 15, Revenue from Contracts with Customers specifies how and when revenue should be recognized 
as well as requiring more informative and relevant disclosures. The standard supersedes IAS 18 Revenue, 
IAS 11 Construction Contracts, and a number of revenue-related interpretations. The standard applies to 
nearly all contracts with customers: the main exceptions are leases, financial instruments and insurance 
XdcigVXih. O]Z VYdei^dc d[ DAMN 15 Y^Y cdi ]VkZ V bViZg^Va ^beVXi dc i]Z >dbeVcnsh Xdchda^YViZY financial 
statements. 

IFRS 16 Leases  

On January 13, 2016, the IASB issued IFRS 16 Leases of which requires lessees to recognize assets and 
liabilities for most leases. For lessors, there is little change to the existing accounting in IAS 17 Leases. The 
adoption of IFRS 16 did not have a mater^Va ^beVXi dc i]Z >dbeVcnsh Xdchda^YViZY financial statements as 
the Company has no leases. 

t) Standards, Amendments and Interpretations Not Yet Effective 

The Company will be required to adopt the following standards and amendments issued by the IASB as 
described below. 

IFRS 17 Insurance Contracts 

IFRS 17 is a new standard that requires insurance liabilities to be measured at a current fulfillment value 
and provides a more uniform measurement and presentation approach for all insurance contracts. These 
requirements are designed to achieve the goal of a consistent, principle-based accounting for insurance 
contracts. IFRS 17 supersedes IFRS 4, Insurance Contracts, and related interpretations.  

Effective for the Companysh VccjVa eZg^dY WZ\^cc^c\ EVcjVgn 1, 2021. O]Z >dbeVcn ]Vh nZi id VhhZhh i]Z
impact of IFRS 17 on its consolidated financial statements. 

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Company makes estimates and assumptions about the future that affect the reported amounts of 
assets and liabilities. Estimates and judgments are continually evaluated based on historical experience 
and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. In the future, actual experience may differ from these estimates and assumptions. 

The effect of a change in an accounting estimate is recognized prospectively by including it in loss and 
comprehensive loss in the period of the change, if the change affects that period only, or in the period of 
the change and future periods, if the change affects both. 

The key areas of judgment applied in the preparation of the consolidated financial statements that could 
result in a material adjustment to the carrying amounts of assets and liabilities are as follows: 

a) Although the Company has taken steps to verify title to mineral properties in which it has an interest, 
i]ZhZ egdXZYjgZh Yd cdi \jVgVciZZ i]Z >dbeVcnsh i^iaZ. Such properties may be subject to prior 
agreements or transfers and title may be affected by undetected defects;  
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS l T`_emU

b) Judgment is required in the determination that the Company will continue as a going concern for the 
next year (Note 1).  

c) The carrying value of the investment in acquisition costs relates to a mineral interest and exploration 
and evaluation asset, and the rZXdkZgVW^a^in d[ i]Z^g XVggn^c\ kVajZh. O]Z >dbeVcnsh VXXdjci^c\ eda^Xn
for acquisition costs relating to the mineral interest and exploration and evaluation asset requires 
judgment in determining whether it is likely that future economic benefits will flow to the Company. 

If, after acquisition costs relating to the mineral interest or exploration and evaluation asset are 
capitalized, information becomes available suggesting that the carrying amount of the mineral interest 
or exploration and evaluation asset may exceed its recoverable amount, the Company carries out an 
impairment test at the cash-generating unit )q>BPr* or group of cash-generating units )q>BPhr* level 
in the year the new information becomes available. The recoverable amount of the exploration and 
evaluation asset has been determined using comparable phosphate exploring and mining companies 
in Peru and abroad, market capitalization and estimated enterprise value of the Company. Such 
calculations and models were required to estimate, amongst other items, the estimation of the resource, 
amount and timing of extraction of mineralization, commodity prices, input costs, discount rates and 
currency rates. The data utilized to estimate these key items included available NI 43-101 reports, 
feasibility studies and judgements regarding life of mine and mine plan. 

d) Inventory valuation requires judgment to determine obsolescence and estimates of provisions for 
obsolescence to ensure that the carrying value of inventory is not in excess of net realizable value. 

e) O]Z [jcXi^dcVa XjggZcXn [dg ZVX] d[ i]Z >dbeVcnsh hjWh^Y^Vg^Zh ^h i]Z XjggZcXn d[ i]Z eg^bVgn ZXdcdb^X
environment in which the entity operates. Determination of the functional currency may involve certain 
judgments to determine the primary economic environment and the Company reconsiders functional 
currency of its entities if there is a change in events and conditions which determined the primary 
economic environment. 

f) Judgment is applied in determining whether disposal groups represent a component of the entity, the 
results of which should be recorded as discontinued operations in the consolidated statements of 
operations and comprehensive loss. 

The key estimates applied in the preparation of the consolidated financial statements that could result in a 
material adjustment to the carrying amounts of assets and liabilities are as follows: 

a) The Company may be subject to income tax in several jurisdictions and significant judgment is required 
in determining the provision for income taxes. During the ordinary course of business and on 
dispositions of mineral property or interests therein, there are transactions and calculations for which 
the ultimate tax determination is uncertain. As a result, the Company recognizes tax liabilities based on 
estimates of whether additional taxes and interest will be due. This assessment relies on estimates and 
assumptions and may involve a series of judgments about future events, and interpretation of tax law. 
To the extent that the final tax outcome of these matters is different than the amounts recorded, such 
differences will impact income tax expense in the period in which such determination is made. 

b) The fair value of the derivative liability is measured using the Black-Scholes option pricing model. 
Measurement inputs include share price on measurement date, exercise price of the conversion 
feature, expected volatility, expected life of the derivative, expected dividends and the risk-free rate. 
Changes in the input assumptions could affect the liability and derivative liability components 
recognized in the consolidated statements of financial position and the accretion expense and fair value 
change recognized in profit or loss. 
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5. NON-CONTROLLING INTEREST 

EjVc KVjad LjVn N.<.>. )qEKLr*, a 70% owned subsidiary of the Company, has material non-controlling 
^ciZgZhih )qI>Dr* in the Company.  

JPQ Agreement 

Jc HVgX] 26, 2015, i]Z >dbeVcnsh KZgjk^Vc hjWh^Y^Vgn, <\g^[dh KZgj N.<.>. )q<\g^[dh KZgjr* XdbeaZiZY V
ejgX]VhZ V\gZZbZci l^i] i]Z h]VgZ]daYZgh )i]Z qQZcYdghr* d[ JPQ, titleholder of the Bayovar 12 phosphate 
mining concession )i]Z q=VndkVg 12 Kgd_ZXir* located in Northern Peru, whereby the Company acquired a 
70% interest in shares of EKL )i]Z q=VndkVg DciZgZhir*, VcY i]ZgZWn XVcXZaa^c\ V egZk^djhan \gVciZY dei^dc
agreement to earn such interest.   

Additional terms to the purchase agreement included: 

i) the Company was required to spend a minimum of US$14.0 million in development of the Bayovar 
12 Project (such amount to include expenditures incurred prior to the purchase agreement), with 
no time limit for making such expenditure and without dilji^dc id i]Z QZcYdgsh gZbV^c^c\ 30&
interest; 

ii) if after spending US$14.0 million further funding was needed to determine the viability of a 
phosphate operation, the Company must have incurred additional development expenditures of up 
to US$4.0 million of which 30% would have been treated as a loan to the Vendors; 

iii) port and loading services for the future export of phosphate rock would have been provided by the 
Vendors at commercial rates at the JPQ Maritime Terminal located 40 kilometres west of the 
Bayovar 12 Project; and 

iv) the Company had V g^\]i d[ [^ghi gZ[jhVa [dg i]Z ejgX]VhZ d[ i]Z QZcYdghs 30& ^ciZgZhi ^c EKL.

The Company was also responsible for certain costs relating to keeping the Bayovar 12 Project in good 
standing until the terms i) and ii) of the purchase agreement was completed. During the year ended 
December 31, 2019, costs totaling $114,520 were excluded from the NCI (thirteen months ended 
December 31, 2018: costs totaling $171,296 and a gain of $99,429).  During the year ended December 31, 
2019, a $667,817 gain on sales tax reassessment was recorded and the amount entirely allocated to the 
NCI as they funded the original sales tax assessment. Of this gain, $620,538 was returned to the NCI and 
recorded as a return of contributed equity. 

Subsequent to December 31, 2019, the Company began a process to relinquish the Bayovar 12 Project 
(Note 9).  



CROPS INC. 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the year ended December 31, 2019 and thirteen months ended December 31, 2018 

(Expressed in Canadian Dollars) 

22 

5. NON-CONTROLLING INTEREST l T`_emU

Summarized financial information in relation to JPQ, before intra-group eliminations, is presented below 
together with amounts attributed to NCI: 

Year Ended 
December 31, 

2019 

Thirteen Months 
Ended December 

31, 2018 

Revenue and other income $            536,968  $           173,322  

Gypsum production expenses (855,207) (393,196) 

Amortization (3,289) (3,037) 

Foreign exchange loss (5,515) (19,238) 

Gain from sales tax reassessment 667,817 - 

Write-down of inventory (232,196) - 

Write-down of mineral interest (10,893,788) - 

Loss before tax (10,785,210) (242,149) 

Deferred income tax recovery 2,862,897 372,125 

Net income (loss) after tax  $      (7,922,313)  $          129,976 

Income (loss) allocated to NCI  $      (1,944,525)   $            60,554  

Other comprehensive income allocated to NCI: 

Currency translation adjustment (63,529) 33,958 

Total comprehensive income (loss) allocated to NCI  $      (2,008,054)   $            94,512  

Dividends paid to NCI  $                        -   $                      -  

Cash flows from operating activities $            344,063  $        (239,112)  

Cash flows from investing activities -  -  

Cash flows from financing activities (470,872)  472,914  

Net cash inflows (outflows)   $         (126,809)   $          233,802  

As at 
December 31, 

2019
December 31, 

2018

Current assets  $            334,887   $          846,304  

Non-current assets 8,650  10,804,896  

343,537  11,651,200  

Current liabilities (80,299)  (196,429) 

Non-current liabilities  (59,775)  (3,050,279) 

 (140,074)  (3,246,708) 

Net assets  $       203,463   $       8,404,492  

Non-controlling interests at 30% $         61,039 $       2,521,348 

Non-controlling interest non-reciprocal contribution  -  168,283 

Accumulated non-controlling interests  $          61,039   $       2,689,631  
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6.   GYPSUM PRODUCTION AND INVENTORY 

The Company produced gypsum on its Bayovar 12 Project in compliance with the requirements of the Peru 
mining authority for maintaining the Bayovar 12 concession in good standing, with minimum production set 
at 80,000 tonnes for each twelve-month period ended June 30th. In early 2019, the Bayovar 12 Project 
gZ\^dc ZmeZg^ZcXZY ]ZVkn gV^c[Vaa gZhjai^c\ ^c [addY^c\ l]^X] ^beVXiZY i]Z >dbeVcnsh VW^a^in id VXXZhh i]Z
property and perform extraction activities. As a result, the Company was unable to meet the minimum 
production requirements for the twelve-month period ended June 30, 2019.  Management of the Company 
was in discussions with the mining authority regarding the annual minimum production requirements until 
such time that the Company decided to begin the process of relinquishing the Bayovar 12 Project 
subsequent to December 31, 2019 (note 9). 

During the year ended December 31, 2019, the Company sold 59,105 tonnes of gypsum for gross proceeds 
of $536,968 and produced 4,125 tonnes of gypsum (Thirteen months ended December 31, 2018: sold 
10,892 tonnes of gypsum for gross proceeds of $173,322 and produced 143,890 tonnes of gypsum). As of 
December 31, 2019, the Company held 118,679 tonnes of gypsum inventory (2018: 174,268 tonnes).  

Subsequent to December 31, 2019, the Company donated 118,679 tonnes of gypsum inventory to the 
Fundacion Comunal San Martin de Sechura in Peru for $Nil proceeds. As a result, the $232,196 carrying 
cost of the inventory was written down to its net recoverable value of $Nil as at December 31, 2019. 

December 31, 
2019

December 31, 
2018

Gypsum inventory  $                     -  $          562,701 

7.   PROPERTY AND EQUIPMENT  

Vehicles
Computer 

equipment
Furniture and 

equipment
Leasehold 

improvements Total

Cost

Balance, November 30, 2017  $      45,185   $      33,951   $          29,154   $          19,060   $     127,350  

Additions -  1,962  1,382  -  3,344  

Balance, December 31, 2018 45,185  35,913  30,536  19,060  130,694  

Additions -  -  -  -  -  

Balance, December 31, 2019  $      45,185   $      35,913   $          30,536   $          19,060   $     130,694  

Accumulated amortization 

Balance, November 30, 2017  $      33,212   $      32,390   $          19,722   $          14,220   $       99,544  

Charge for period  2,632  714  3,926  2,665 9,937 

Balance, December 31, 2018 35,844  33,104  23,648  16,885  109,481  

Charge for year 2,656  822  1,533  2,175 7,186 

Balance, December 31, 2019 $      38,500 $      33,926 $          25,181 $          19,060 $     116,667

Carrying amounts

At December 31, 2018  $        9,341   $        2,809   $            6,888   $            2,175   $       21,213  

At December 31, 2019  $        6,685   $        1,987   $            5,355   $                    -   $       14,027  



CROPS INC. 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the year ended December 31, 2019 and thirteen months ended December 31, 2018 

(Expressed in Canadian Dollars) 

24 

8.   GYPSUM MINERAL INTEREST  

O]Z >dbeVcnsh b^cZgVa ^ciZgZhi Xdbeg^hZd the gypsum mineral portion of the Bayovar 12 Project interest 
acquired through a 2015 business combination with JPQ.  

During the 2016 fiscal year, the carrying value of the mineral interest was determined to be impaired and 
as a result, written down to $Nil. At December 31, 2019 and 2018, there were no indicators that would have 
led to a reversal of i]Z egZk^djh nZVgsh ^beV^gbZci X]Vg\Zh and subsequent to December 31, 2019, the 
Company in the process of relinquishing the Bayovar 12 Project. 

9.   EXPLORATION AND EVALUATION ASSETS  

The Company has capitalized the following acquisition costs on its mineral properties as at December 31, 
2019: 

Bayovar 

Balance, November 30, 2017  $       9,842,851  

Cumulative translation adjustment 138,284  

Balance, December 31, 2018 9,981,135  

Cumulative translation adjustment (303,731)  

Write-off of exploration and evaluation asset (9,677,404) 

Balance, December 31, 2019 $     -

Bayovar 12 Project 

In March 2015, the >dbeVcnsh Peruvian subsidiary, Agrifos Peru, acquired a 70% interest in the issued 
share capital of JPQ. Subsequent to December 31, 2019, the Company is in the process of relinquishing 
its interest in the Bayovar 12 Project and as a result, management determined there were indicators of 
impairment and wrote off the capitalized cost of $9,677,404 as at December 31, 2019 to its recoverable 
value of $Nil based on level 3 of the fair value hierarchy. 

10. GOODWILL  

O]Z >dbeVcnsh \ddYl^aa gZegZhZcied the excess of the purchase price paid during the 2015 fiscal year for 
the acquisition of JPQ over the fair value of the net identifiable tangible and intangible assets and liabilities. 

Goodwill was allocated to two cash-\ZcZgVi^c\ jc^ih )q>BPhr* [dg ^beV^gbZci iZhi^c\ Vh [daadlh:

� Gypsum Mineral Interest CGU (impaired to $Nil during the 2016 fiscal year) 
� Exploration and Evaluation CGU (impaired to $Nil during the 2018 fiscal year) 

Change in goodwill for the year ended December 31, 2019 and thirteen months ended December 31, 2018: 

Balance, November 30, 2017  $          434,696  

Impairment charge  (430,988) 

Cumulative translation adjustment (3,708)  

Balance, December 31, 2018 -  

Balance, December 31, 2019  $                      -  
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10. GOODWILL l T`_emU

Exploration and Evaluation CGU 

The recoverable amount of the exploration and evaluation cash generating unit was determined based on 
a kVajZ ^c jhZ XVaXjaVi^dch l^i] i]Z >dbeVcnsh ZciZgeg^hZ kVajZ. During the 2018 fiscal year there were 
indicators of impairment to the goodwill on the exploration and evaluation CGU and as a result, the goodwill 
was written down to $Nil during that fiscal period. 

11. PHOSPHATE PROPERTY EXPENDITURES  

During the year ended December 31, 2019 and thirteen months ended December 31, 2018, the Company 
incurred the following exploration expenditures relating to the Bayovar 12 phosphate mineral property which 
were expensed as incurred:

Year ended 
December 31, 

2019 

Thirteen months 
ended December 

31, 2018  

Geological and other consulting (Note 17)  $         175,714  $               248,962

Office and administration 75,043 96,497 

Salaries 159,876 330,377 

Travel 8,355 47,014 

Value added tax 1,762 4,428 

Exploration expenditures $          420,750 $       727,278

12. TERM DEBT 

Sprott Loan 

On March 24, 2015, the Company received a $6,231,500 (US$5.0 million) loan facility, as amended (the 
qGdVcr* [gdb aZcYZgh aZY Wn Negdii MZhdjgXZ GZcY^c\ KVgicZgh]^e )qNegdiir*. %4,985,200 )PN%4.0 b^aa^dc* d[
the Loan funds were used to purchase an interest in the Bayovar 12 Project (Note 5).  The loan matured 
September 30, 2019. During the 2017 fiscal year, the Company repaid $670,450 (US$500,000) of the Loan 
outstanding principal.  

During the thirteen months ended December 31, 2018, the Company restructured the loan through the 
issuance of secured convertible debentures and share purchase warrants to Sprott (Note 13) to repay in 
full the outstanding Loan balance of $4,068,466 (US$3,114,019), including accrued interest. 

The finance expense that was recorded for the thirteen months ended December 31, 2018 is comprised of 
the following:  

December 31, 
2018 

Interest payments   $          338,597  

Accretion of transaction costs 170,250  

Other fees -  

$          508,847 
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13.   CONVERTIBLE DEBENTURES  

Debt 
liability 

component 

Derivative 
liability 

component Total 

Balance, November 30, 2017  $                     -   $                     -   $                     -  

Fair value of debenture issued on August 23, 2018          3,604,004              495,679           4,099,683  

Fair value of debenture issued on August 30, 2018             439,119               60,881              500,000  

Transaction costs allocated               (4,903)                       -                (4,903) 

Fair value adjustment                       -              (34,337)             (34,337) 

Accretion of interest              51,232                        -               51,232  

Balance, December 31, 2018      4,089,452         522,223        4,611,675  

Fair value adjustment                       -   (469,902)  (469,902) 

Accretion of interest          (113,002)                        -  (113,002)  

Gain on change in estimate 163,725 - 163,725 

Balance, December 31, 2019  $      4,140,175   $           52,321   $      4,192,496  

Secured Debentures 

On August 23, 2018, the Company issued secured convertible debentures for the total principal sum of 
$4,068,466 and 25,427,912 share purchase warrants to Sprott to repay in full the Loan (Note 12). The 
debentures have a term of three years, and may be convertible, at the election of the holder, into common 
shares of the Company at the rate of $0.08 per share (for a maximum of 50,855,824 shares) if converted 
on or before August 23, 2019, or at the rate of $0.10 per share (for a maximum of 40,684,660 shares) if 
converted after August 23, 2019. The share purchase warrants are exercisable at a price of $0.08 per share 
for up to three years. 

The debentures bear interest which is to be paid quarterly in cash at the rate of 8% per annum. The 
Company may however, subject to TSX-V approval at the time, elect to pay the interest in common shares 
of the Company, in which case the interest rate for the applicable payment will be 10% per annum instead 
of 8%.  

The debentures issued to Sprott are secured by a first charge on all assets of the Company, including its 
70% interest in JPQ. 

The debentures and warrants issued to Sprott include a restriction such that the holder may only be issued 
the number of debenture shares or warrant shares at any given time that will not result in the holder owning 
or controlling 20% or more of the total outstanding shares of the Company on a non-diluted basis, unless 
and until a resolution approving such issuance of shares has been passed by the shareholders of the 
Company in accordance with the applicable rules and policies of the TSX-V. 

For accounting purposes, the secured convertible debenture of $4,068,466 is a hybrid financial instrument 
and was allocated into corresponding debt and derivative liability (conversion feature) components at the 
date of issue. Due to the varying conversion prices of the debenture, the conversion feature is accounted 
for as a derivative liability. The Company used the fair value of the derivative liability and warrants issued 
using Black Scholes option pricing model and calculated the present value of the cash-flows, which consists 
of interest and principal payment, to calculate the total consideration paid for the debt component. The debt 
component is subsequently accreted to the face value of the debt portion of the convertible debenture at 
the effective interest rate of 14.7%. The derivative liability component is re-measured at fair value at each 
reporting period. Upon issuance of the secured debenture, the Company recorded a debt component of 
$3,604,004, a derivative component of $495,679, and warrant balance of $352,635. 
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13.   CONVERTIBLE DEBENTURES l T`_emU

Secured Debentures ^ HSRWaI

During the 2018 fiscal year, transaction costs of $55,085 were incurred on the secured debenture and were 
recorded as a loss on extinguishment of long-term debt. The Company also recorded a loss relating to the 
extinguishment of the term debt (Note 12) of $383,852 due to the restructuring of the loan.  

During the year ended December 31, 2019, accretion of interest of $194,808 on the secured convertible 
debentures was charged to profit or loss and is included in finance expense (thirteen months ended 
December 31, 2018: $45,289). 

During the year ended December 31, 2019, the Company accrued a liability of $325,477 pertaining to 
interest owing on the secured debentures (thirteen months ended December 31, 2018: $Nil). 

During the year ended December 31, 2019, the Company recorded a $163,725 gain on change of estimate 
of long-term debt as a result of changing the interest rate used in the calculation of interest accrued on the 
Secured Debentures from a rate of 10% for interest paid by the issuance of common shares to 8% for 
interest paid by cash. 

Unsecured Debentures 

On August 30, 2018, the Company issued unsecured convertible debentures for total proceeds of $500,000 
and a total of 3,125,000 share purchase warrants to a director of the Company and to a company controlled 
by the Chief Executive Officer of the Company. The debentures have a term of three years, and may be 
convertible, at the election of the holders, into common shares of the Company at the rate of $0.08 per 
share (for a maximum of 6,250,000 shares) if converted on or before August 30, 2019, or at the rate of 
$0.10 per share (for a maximum of 5,000,000 shares) if converted after August 30, 2019. The share 
purchase warrants are exercisable at a price of $0.08 per share for up to three years. 

The debentures bear interest which is to be paid quarterly in common shares of the Company, subject to 
TSX-V approval at the time, at the rate of 10% per annum.  

For accounting purposes, the convertible debentures of $500,000 are hybrid financial instruments and were 
allocated into corresponding debt and derivative liability (conversion feature) components at the date of 
issue. Due to the varying conversion prices of the debenture, the conversion feature is accounted for as a 
derivative liability. The Company used the residual value method, which allocated value first to the 
derivative component, based on the calculated fair value using the Black-Scholes option pricing model then 
to the debt component calculated at the present value of the cash-flows, which consists of interest and 
principal payment and then the residual to the warrants. The debt component is subsequently accreted to 
the face value of the debt portions of the convertible debentures at the effective interest rate of 15.5%. The 
derivative liability component is re-measured at fair value at each reporting period. Upon issuance of the 
unsecured debentures, the fair value was separated into a debt component of $439,119 and a derivative 
component of $60,881. No fair value was attributed to the warrants. 

Transaction costs of $5,572 were incurred on the unsecured convertible debentures, of which $4,903 was 
allocated to the debt component and $669 to the derivative component. Transaction costs allocated to the 
derivative component were charged to profit or loss during the thirteen months ended December 31, 2018. 

During the year ended December 31, 2019, accretion of $19,640 on the unsecured convertible debentures 
was charged to profit or loss and is included in finance expense (thirteen months ended December 31, 
2018: $5,943). 

During the year ended December 31, 2019, the Company recorded $50,000 in obligation to issue common 
shares pertaining to the interest accrued on the unsecured debentures (thirteen months ended 
December 31, 2018: $161,754 on the secured debentures and the unsecured debentures). 
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14.   ASSET RETIREMENT OBLIGATION  

The >dbeVcnsh asset retirement dWa^\Vi^dc gZaViZh id i]Z gZhidgVi^dc VcY gZ]VW^a^iVi^dc d[ EKLsh \nehjb
mining operations. Although the ultimate amount of the asset retirement provision is uncertain, the fair value 
of this dWa^\Vi^dc ^h WVhZY dc ^c[dgbVi^dc XjggZcian VkV^aVWaZ, ^cXajY^c\ XadhjgZ eaVch VcY i]Z >dbeVcnsh
interpretation of current regulatory requirements. 

The asset retirement obligation represents the present value of the restoration and rehabilitation costs 
relating to mining activities that have occurred to date. Over time, the discounted liability is increased for 
the changes in present value based on current market discount rates and liability specific risks. Due to the 
Company being in the process of relinquishing the Bayovar 12 Project, the rehabilitation expenditure is 
expected to be incurred during 2020.  

December 31,
2019

December 31,
2018

Balance, beginning of period  $              79,109   $             169,481  

Change in liability estimate (15,953) (89,336) 

Accretion of interest 1,200 1,232 

Foreign exchange adjustment (4,581) (2,268) 

Balance, end of period  $               59,775   $               79,109  

As at December 31, 2019, the Company has determined that it has a rehabilitation provision of $59,775 
regarding its Bayovar 12 Project. 

15. SHARE CAPITAL AND RESERVES 

(a) Common Shares 

The Company is authorized to issue an unlimited number of common shares without par value. 

Year ended December 31, 2019 

On January 17, 2019, the Company closed a private placement of 11,180,000 units at $0.05 per unit for 
gross proceeds of $559,000, of which $459,000 was received prior to the current period. Each unit consists 
of one common share and one share purchase warrant entitling the holder to purchase an additional 
common share exercisable for one year at a price of $0.05. The Company paid $250 XVh] Vh [^cYZghs [ZZh
in connection with the financing. Other share issuance costs associated with this financing totalled $3,745. 
Of the $459,000 gross proceeds of the private placement, $391,300 was recorded to share capital and 
$167,700 allocated to the warrants and recorded in other equity reserve. 

Thirteen months ended December 31, 2018 

A total of 87,500 common shares with a fair value of $8,750 were issued to the former President of the 
Company for services provided and a total of 229,166 common shares with a fair value of $25,208 were 
issued to the current President of the Company for services provided (Note 17). The fair value of the shares 
issued for services is based on the quoted market prices on the date that the person is entitled to the 
shares. 
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15. SHARE CAPITAL AND RESERVES l T`_emU

(b) Share Purchase Warrants 

The following is a summary of changes in warrants from December 1, 2017 to December 31, 2019: 

 Number of 
warrants 

 Weighted 
average 

exercise price 

Balance, November 30, 2017 30,221,525  $0.43  

Issued 28,552,912  $0.08  

Balance, December 31, 2018 58,774,437  $0.26  

Issued 11,180,000  $0.05  

Balance, December 31, 2019 69,954,437  $0.24  

As at December 31, 2019, the following warrants were outstanding: 

Expiry date 
 Number of 

warrants  
 Exercise 

price  

January 16, 2020 11,180,000 $0.05 

November 11, 2020 4,668,000  $0.80  

August 23, 2021(1) 25,427,912 $0.08  

August 30, 2021(2) 3,125,000 $0.08  

March 22, 2022 25,553,525 $0.40 

69,954,437

(1) The expiry date for these warrants may be accelerated to immediately upon the debentures issued on August 23, 2018 
being repaid or converted in full. 

(2) The expiry date for these warrants may be accelerated to immediately upon the debentures issued on August 30, 2018 
being repaid or converted in full. 
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16. SHARE-BASED PAYMENTS 

Option Plan Details 

The Company has a stock option plan that has been ratified and approved by the shareholders of the 
Company in June 2019 )i]Z qKaVcr*. The Plan allows the Board of Directors to grant incentive stock options 
id i]Z >dbeVcnsh d[[^XZgh, Y^gZXiors, employees and consultants. The exercise price of stock options 
granted is determined by the Board of Directors at the time of the grant in accordance with the terms of the 
Plan and the policies of the TSX-V. Options vest on the date of granting unless stated otherwise. Options 
granted to investor relations consultants vest in accordance with TSX-V regulation.  The options are for a 
maximum term of ten years. 

The following is a summary of changes in options for the year ended December 31, 2019: 

During the year 

Grant date Expiry date
Exercise 

price
Opening 
balance Granted Exercised Expired

Closing 
balance

Vested and 
exercisable

Jan 15, 2009 Jan 14, 2019 $0.76  180,000   - -  (180,000) -  -  

Jun 29, 2011 Jun 28, 2021 $1.20  18,750  -  -  -  18,750  18,750  

Jun 20, 2012 Jun 19, 2022 $0.84  326,250  -  -  -  326,250  326,250  

Jul 11, 2012 Jul 10, 2022 $0.84  37,500  -  -  -  37,500  37,500  

Dec 18, 2013 Dec 17, 2023 $0.88  565,000  -  -  -  565,000  565,000  

Jan 15, 2014 Jan 14, 2024 $0.88 11,250  -  -  -  11,250  11,250  

Jun 5, 2014 Jun 4, 2024 $1.04 3,750 - - - 3,750 3,750 

1,142,500 - - (180,000) 962,500 962,500

Weighted average exercise price $0.85 - - $0.76 $0.87 $0.87

The following is a summary of changes in options for the thirteen months ended December 31, 2018: 

During the period

Grant date Expiry date
Exercise 

price
Opening 
balance Granted Exercised Expired

Closing 
balance

Vested and 
exercisable

Jan 15, 2009 Jan 14, 2019 $0.76  180,000   - -  -  180,000  180,000  

Jun 29, 2011 Jun 28, 2021 $1.20  18,750  -  -  -  18,750  18,750  

Jun 20, 2012 Jun 19, 2022 $0.84  326,250  -  -  -  326,250  326,250  

Jul 11, 2012 Jul 10, 2022 $0.84  37,500  -  -  -  37,500  37,500  

Dec 18, 2013 Dec 17, 2023 $0.88  565,000  -  -  -  565,000  565,000  

Jan 15, 2014 Jan 14, 2024 $0.88 11,250  -  -  -  11,250  11,250  

Jun 5, 2014 Jun 4, 2024 $1.04 3,750 - - - 3,750 3,750 

1,142,500 - - - 1,142,500 1,142,500 

Weighted average exercise price $0.85 - - - $0.85 $0.85
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16. SHARE-BASED PAYMENTS l T`_emU

Fair Value of Options Issued During the Period 

There were no options granted during the year ended December 31, 2019 and thirteen months ended 
December 31, 2018. 

The weighted average remaining contractual life of the options outstanding at December 31, 2019 is 3.36 
years (2018: 3.68 years). 

Expenses Arising from Share-based Payment Transactions  

During the thirteen months ended December 31, 2018, there was $7,639 in geological and other consulting 
expense recognized and arising from share-based payment transactions (Note 17). 

17. RELATED PARTY TRANSACTIONS 

The Company had transactions during the year ended December 31, 2019 and thirteen months ended 
December 31, 2018 with related parties who consisted of directors, officers and the following companies 
with common directors: 

Related party  Nature of transactions  

BdaY Bgdje HVcV\ZbZci DcX. )qBdaY Bgdjer*  Shared office, administrative, and personnel costs  

H^aa NigZZi NZgk^XZh GiY. )qH^aa NigZZir*  Management services 

KjZgid YZ =VndkVg N<> )qKjZgid YZ =VndkVgr* Gypsum Sales 

Related party transactions for the year ended December 31, 2019 and thirteen months ended 
December 31, 2018, in addition to related party transactions disclosed elsewhere in the consolidated 
financial statements, comprise the following: 

a) The Company reimbursed Gold Group, a company controlled by the Chief Executive Officer of the 
Company, for shared administration costs consisting of the following:   

Year Ended 
December 31, 

2019 

Thirteen 
Months Ended 
December 31, 

2018 

Office and miscellaneous  $          17,937   $          22,516  

Regulatory and stock exchange fees 1,824  7,335  

Rent and utilities 17,063  21,594  

Salaries and benefits 52,889  74,094  

Shareholder communication 592  1,768  

Travel and accommodation 2,005  16,657  

Exploration expenditures -  8,100  

$    92,310 $        152,064

Gold Group is reimbursed by the Company for these shared costs and other business-related 
expenses paid by Gold Group on behalf of the Company. Salary and benefits include those for the 
Chief Financial Officer and Corporate Secretary. 

b) During the year ended December 31, 2019, the Company had gypsum sales of $248,817 (thirteen 
months ended December 31, 2018: $49,368) to Puerto de Bayovar, a company controlled by the NCI.
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Other receivables as of December 31, 2019 include $91,407 (2018: $54,112) owing from Puerto de Bayovar 
for gypsum sales. 

Prepaid expenses and deposits as of December 31, 2019 include $2,113 (2018: $3,181) paid to Gold 
Group. 

Long term deposits as of December 31, 2019 consists of $61,000 (2018: $61,000) paid to Gold Group and 
are related to the shared administrative services agreement with Gold Group. Upon termination of the 
agreement, the deposits, less any outstanding amounts owing to Gold Group, are to be refunded to the 
Company. 

Accounts payable and accrued liabilities as of December 31, 2019 includes $239,860 (2018: $144,927) 
owing to Gold Group, $44,800 (2018: $700) owing to Mill Street, a company controlled by the Chief 
Executive Officer, $70,000 (2018: $Nil) owing to the President for project management fees, and $353,197 
(2018: $Nil) owing to a director of the Company for advances made to the Company. The amount owing to 
Gold Group is partially secured by a deposit and is interest bearing if not paid within a certain period. 

Key management compensation 

Key management personnel are persons responsible for planning, directing and controlling the activities of 
an entity, and include certain directors and officers. Key management compensation comprises: 

Year Ended 
December 31, 

2019 

Thirteen 
Months Ended 
December 31, 

2018 

Management fees  $           42,000   $           45,500  

Geological and other consulting fees (1)             70,000              137,639  

Salaries and benefits              13,292               25,071  

$         125,292 $         208,210 

(1)  During the thirteen months ended December 31, 2018, 87,500 common shares with a fair value of 
$8,750 were issued to the former President of the Company for services provided and a total of 
229,167 common shares with a fair value of $25,208 were issued to the current President of the 
Company for services provided, of which $7,639 was charged to operations for the thirteen months 
ended December 31, 2018.

Key management personnel were not paid post-employment benefits, termination benefits or other long-
term benefits during the year ended December 31, 2019 and thirteen months ended December 31, 2018. 
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18. INCOME TAXES  

OVmVi^dc ^c i]Z >dbeVcn VcY ^ih hjWh^Y^Vg^Zhs deZgVi^dcVa _jg^hY^Xi^dch ^h XVaXjaViZY Vi i]Z gViZh egZkV^a^c\
in the respective jurisdictions. 

The difference between tax expense and the expected income taxes based on the statutory tax rate arises 
as follows: 

Year Ended 
December 31, 

2019

Thirteen 
Months Ended 
December 31, 

2018

Loss before income tax $       (10,236,289) $     (3,005,674) 

Tax recovery based on the statutory 
  rate of 27.00% (2018: 27.00%) (2,764,000) (812,000) 

Differential in tax rates in other jurisdictions (246,000) (43,000) 

Non-deductible expenses - 14,000 

Effect of change in tax rates (2,000) (136,000) 

Share issue costs and other (1,000) 152,000 

Under provided in prior years  (231,000) (891,000) 

Changes in unrecognized deferred tax assets   450,000 1,393,000 

Total income tax recovery $          (2,794,000) $        (323,000)

The British Columbia provincial tax rate and the Canadian Federal corporate tax rate is 12% and 15% 
respectively. 

The tax rate of 0.0% represents the federal statutory rate applicable for the 2019 taxation year for the 
Cayman Islands, and 29.5% for Peru. 

No deferred tax asset has been recognized in respect of the following losses and temporary differences as 
it is not considered probable that sufficient future taxable profit will be generated to allow the deferred tax 
asset to be recovered: 

December 31, 
2019 

December 31, 
2018 

Loss carry forwards $        5,055,000 $     4,443,000 

Capital losses 1,891,000 977,000 

Financing costs 13,000 41,000 

Property and equipment and other 9,000 11,000 

Asset retirement obligation 20,000 - 

Exploration and evaluation assets 977,000 2,860,000 

Deferred tax assets  $     7,965,000 $   8,332,000 
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Deferred tax liability consists of: 

December 31, 
2019

December 31, 
2018

Mineral interest and E&E assets in JPQ $                       - $     (2,971,170) 

Total  $                       - $     (2,971,170) 

As at December 31, 2019, the Company has estimated non-capital losses of $11,404,000 (2018: 
$10,402,000) for Canadian income tax purposes that may be carried forward to reduce taxable income 
expiring in various amounts starting from 2027 to 2038.  

19. SEGMENTED INFORMATION 

Operating segments are defined as components of an enterprise about which separate financial information 
is available that is evaluated regularly by the chief operating decision maker, or decision-making group, in 
deciding how to allocate resources and in assessing performance. <aa d[ i]Z >dbeVcnsh deZgVi^dch VgZ
within the mining sector relating to precious metals exploration. Due to the geographic and political diversity, 
i]Z >dbeVcnsh ZmeadgVi^dc deZgVi^dch VgZ YZXZcigVa^oZY l]ZgZWn ZmeadgVi^dc bVcV\Zgh VgZ gZhedch^WaZ [dg
business results and regional corporate offices provide support to the exploration programs in addressing 
local and regional issues. O]Z >dbeVcnsh deZgVi^dch VgZ i]ZgZ[dgZ hZ\bZciZY dc V Y^hig^Xi WVh^h. The 
>dbeVcnsh VhhZih are located in Canada and Peru. 

Details of financial performance by geographical segments are as follows: 

Year ended December 31, 2019 Canada Peru Total

Gypsum revenue   $                   -   $     536,968    $     536,968 

Gypsum production costs - 855,207 855,207 

Phosphate exploration expenditures - 420,750 420,750 

Amortization 2,503  4,683  7,186  

Interest and other income 26 - 26 

Inventory written off -  232,196  232,196  

Exploration and evaluation assets written off  -  9,677,404  9,677,404 

Net loss  (210,485)  (7,162,907)  (7,373,392) 

Thirteen months ended December 31, 2018 Canada Peru Total 

Gypsum revenue   $                   -   $     173,322    $     173,322 

Gypsum production costs - 393,196 393,196 

Phosphate exploration expenditures - 727,278 727,278 

Amortization 3,319  6,618  9,937  

Interest and other income 1,780                        -  1,780  

Net loss  (2,012,123)  (621,426)  (2,663,549) 

Capital expenditures* - 3,344 3,344 

*Capital expenditures consists of additions of property and equipment  
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Details of identifiable assets and liabilities by geographical segments are as follows: 

As at December 31, 2019 Canada Peru Total 

Total current assets  $         26,797   $       353,942   $        380,739  

Total non-current assets 61,766  13,261  75,027  

Total assets $  88,563 $  367,203 $ 455,766

Total current liabilities  $    1,247,977  $       101,358   $     1,349,335 

Total non-current liabilities 4,192,496 59,775 4,252,271 

Total liabilities  $    5,440,473   $    161,133   $     5,601,606  

As at December 31, 2018 Canada Peru Total 

Total current assets  $       135,722   $       876,893   $     1,012,615  

Total non-current assets 64,269  9,999,079  10,063,348  

Total assets $       199,991 $  10,875,972 $   11,075,963 

Total current liabilities  $       293,372  $       206,788   $        500,160 

Total non-current liabilities 4,611,675 3,050,279 7,661,954 

Total liabilities $    4,905,047 $    3,257,067 $     8,162,114 

20. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

During the thirteen months ended December 31, 2018, cash paid for Loan interest totaled $338,597. 

During the year ended December 31, 2019 and thirteen months ended December 31, 2018, no cash was 
paid for income taxes.  

Non-cash transactions 

Investing and financing activities that do not have a direct impact on current cash flows are excluded from 
the statements of cash flows. 

During the year ended December 31, 2019, there were no non-cash transactions. 

During the thirteen months ended December 31, 2018, the Company completed the following non-cash 
transaction: 

a) Issued a total of 316,667 common shares with a value of $33,958 for geological and management 
fees (Note 17). 
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21. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

The Company is exposed to the following financial risks: 

� Market Risk; 
� Credit Risk; and 
� Liquidity Risk 

In common with all other businesses, the Company is exposed to risks that arise from its use of financial 
instruments. O]^h cdiZ YZhXg^WZh i]Z >dbeVcnsh dW_ZXi^kZh, eda^X^Zh VcY egdXZhhZh [dg bVcV\^c\ i]dhZ
risks and the methods used to measure them. Further quantitative information in respect of these risks is 
presented throughout these financial statements. 

General Objectives, Policies and Processes

The Board of Directors has overall responsibility for the YZiZgb^cVi^dc d[ i]Z >dbeVcnsh g^h` bVcV\ZbZci
objectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority 
for designing and operating processes that ensure the effective implementation of the objectives and 
policies to t]Z >dbeVcnsh [^cVcXZ [jcXi^dc. O]Z =dVgY d[ ?^gZXidgh gZk^Zlh i]Z Z[[ZXi^kZcZhh d[ i]Z
processes put in place and the appropriateness of the objectives and policies it sets. 

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly 
V[[ZXi^c\ i]Z >dbeVcnsh XdbeZi^i^kZcZhh VcY [aZm^W^a^in. Further details regarding these policies are set out 
below. 

a) Market Risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will 
V[[ZXi i]Z >dbeVcnsh ^cXdbZ dg i]Z kVajZ d[ ^ih ]daY^c\h d[ [^cVcX^Va ^chigjbZcih. The objective of market 
risk management is to manage and control market risk exposures within acceptable parameters, while 
optimizing the return. As at December 31, 2019, the Company is exposed to foreign currency risk and 
interest rate risk. 

Foreign Currency Risk 

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company is exposed to fluctuations in foreign 
currencies through its operations in Canada and Peru. The Company monitors this exposure, but has no 
hedge positions. 

As at December 31, 2019 and 2018, the Company was exposed to currency risk through the following 
financial assets and liabilities denominated in currencies other than the Canadian dollar: 

2019 2018
 Peruvian 

Soles   US Dollars   
 Peruvian 

Soles   US Dollars  
 (CDN 

equivalent)  
 (CDN 

equivalent)   
 (CDN 

equivalent)  
 (CDN 

equivalent)  

Cash  $          4,947   $         17,619    $          2,305   $           3,418  

Taxes receivable 202,961 -  212,663 - 

Other receivables -  91,328  56,756  -  

Liabilities  (101,357)  (331,573)   (206,787)  (13,948) 

$      106,551 $ (222,626) $        64,937 $ (10,530)
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Foreign Currency Risk ^ HSRWaI

Based on the above net exposures at December 31, 2019, a 10% depreciation or appreciation of the above 
currencies against the Canadian dollar would result in an increase or decrease of approximately $11,600 
(2018: $5,400) ^c i]Z >dbeVcnsh after-tax net loss, respectively. 

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 is exposed to interest rate risk on its convertible 
debenture debt and cash. As the CobeVcnsh XVh] ^h XjggZcian ]ZaY ^c Vc interest-bearing bank account and 
i]Z >dbeVcnsh XdckZgi^WaZ YZWZcijgZ YZWi ^h hjW_ZXi id [^mZY ^ciZgZhi gViZh, bVcV\ZbZci Xdch^YZgh i]Z
interest rate risk to be limited. 

b) Credit Risk  

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet 
its contractual obligations. O]Z >dbeVcnsh XgZY^i g^h` ^h eg^bVg^an Viig^WjiVWaZ id ^ih XVh] and other 
receivables. The Company limits exposure to credit risk by maintaining its cash with large financial 
institutions. The Company does not have cash that is invested in asset based commercial paper. For other 
receivables, the Company estimates, on a continuing basis, the expected credit losses and provides an 
impairment provision as required. 

c) Liquidity Risk  

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 
O]Z >dbeVcnsh VeegdVX] id bVcV\^c\ a^fj^Y^in g^h` ^h id egdk^YZ gZVhdcVWaZ VhhjgVcXZ i]Vi ^i l^aa ]VkZ
sufficient funds to meet liabilities when due. The Company manages its liquidity risk by forecasting cash 
flows required by operations and anticipated investing and financing activities. At December 31, 2019, the 
Company had a working capital deficiency of $968,596 (2018: working capital of $512,455). All of the 
>dbeVcnsh short-term financial liabilities as of December 31, 2019 have contractual maturities of less than 
45 days and are subject to normal trade terms.  

The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at December 31, 2019: 

1 year 2 years Total

Accounts payable and accrued liabilities  $  1,023,858 $                 - $  1,023,858 

Convertible debenture (Note 13) 325,477 4,242,989 4,568,466 

$  1,349,335 $  4,242,989 $  5,592,324 

The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at December 31, 2018: 

1 year 3 years Total 

Accounts payable and accrued liabilities  $    500,160 $                 - $     500,160 

Convertible debenture (Note 13) - 4,568,426 4,568,426 

$    500,160 $  4,568,426 $  5,068,586 
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Determination of Fair value

Fair values have been determined for measurement and/or disclosure purposes based on the following 
methods. When applicable, further information about the assumptions made in determining fair values is 
disclosed in the notes specific to that asset or liability. 

The consolidated statement of financial position carrying amounts for cash, receivables, and accounts 
payable and accrued liabilities approximates fair value due to their short term nature. The derivative liability 
is measured at fair value and categorized in level 3. The fair value of the derivative liability is based on the 
Black-Scholes option pricing model. Due to the use of subjective judgments and uncertainties in the 
determination of fair values these values should not be interpreted as being realizable in an immediate 
settlement of the financial instruments. 

Fair Value Hierarchy

Financial instruments that are measured subsequent to initial recognition at fair value are grouped in Levels 
1 to 3 based on the degree to which the fair value is observable: 

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

Level 2 p Inputs other than quoted prices that are observable for the asset or liability either directly or 
indirectly; and 

Level 3 p Inputs that are not based on observable market data. 

There were no transfers between Levels in the period. 

22. CAPITAL MANAGEMENT 

The Company monitors its cash, debt and convertible debenture debt, common shares, warrants and stock 
dei^dch Vh XVe^iVa. O]Z >dbeVcnsh dW_ZXi^kZh l]Zc bVcV\^c\ XVe^iVa VgZ id hV[Z\jVgY i]Z >dbeVcnsh
ability to continue as a going concern in order to explore new mineral property opportunities. In order to 
facilitate the management of its capital requirements, the Company prepares periodic budgets that are 
updated as necessary. The Company manages its capital structure and makes adjustments to it in order to 
effectively support the acquisition and exploration of mineral properties. The phosphate property in which 
the Company currently has an interest is in the exploration stage, and as such, the Company is dependent 
on external financing to fund any future activities. In order to pay for general administrative costs, the 
Company will use its existing working capital and raise additional amounts as needed. The Company will 
continue to assess new properties and seek to acquire an interest in additional properties if it feels there is 
sufficient geologic or economic potential and if it has adequate financial resources to do so. 

Management reviews its capital management approach on an on-going basis and believes that this 
approach, given the relative size of the Company, is reasonable. There were no changes in the Company's 
approach to capital management during the year ended December 31, 2019. O]Z >dbeVcnsh ^ckZhibZci
policy is to hold cash in interest bearing bank accounts and/or highly liquid short-term interest-bearing 
investments with maturities of one year or less and which can be liquidated at any time without penalties. 
The Company does not expect its current capital resources to be sufficient to cover its corporate operating 
costs, closure costs relating to its formerly held Bayovar 12 Project, and any new property acquisition or 
development programs through the next twelve months. As such, the Company will need to raise additional 
capital. Actual funding requirements may vary from those planned due to a number of factors, including the 
progress of property development activity. The Company believes it will be able to raise additional equity 
capital as required, but recognizes the uncertainty attached thereto. 
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23. CONTINGENT LIABILITY 

In 2014, JPQ entered into an agreement with Fosfatos Del Pacifico, S.A. (qAdheVXr) to grant Fospac the 
right of easement on a strip of land located on the Bayovar 12 Project. The easement is valid from June 10, 
2014 until the earlier of May 7, 2039 and the date JPQ relinquishes its rights to the Bayovar 12 Project. 

As consideration, Fospac paid 1,800,000 Soles in 2014. Pursuant to the agreement, if JPQ returns or loses 
the concession or surface rights to the Bayovar 12 Project within the sixth to tenth years of the agreement, 
JPQ is to refund Fospac 50% of the consideration. There is no refund obligation after the tenth year. 

24. EVENTS AFTER THE REPORTING DATE 

Subsequent to December 31, 2019, the following events, which has not been disclosed elsewhere in these 
consolidated financial statements has occurred: 

a) A total of 11,180,000 share purchase warrants exercisable at $0.05 per share expired unexercised. 

b) A total of 5,000 stock options exercisable at $0.88 per share and 6,250 stock options exercisable at 
$0.84 per share expired unexercised. 

c) Since December 31, 2019, the outbreak of the novel strain of coronavirus, specifically identified as 
q>JQD?-19r, ]Vh gZhjaiZY ^c \dkZgcbZcih ldgaYl^YZ ZcVXi^c\ ZbZg\ZcXn bZVhjgZh id XdbWVi i]Z
spread of the virus. These measures, which include the implementation of travel bans, self-imposed 
quarantine periods and physical distancing, have caused material disruption to business globally 
resulting in an economic slowdown. Global equity markets have experienced significant volatility and 
weakness. The duration and impact of the COVID-19 outbreak is unknown at this time, as is the efficacy 
of the government and central bank interventions. It is not possible to reliably estimate the length and 
severity of these developments and the impact on the financial results and condition of the Company 
in future periods. 
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As at: December 31,
2018 

November 30,
2017 

ASSETS (Note 13) 

Current assets 

Cash   $         77,629   $     1,192,418  

Taxes receivable 220,329  100,900  

Other receivables (Note 17) 56,756  107,868  

Inventory (Note 6) 562,701 172,613 

Prepaid expenses and deposits (Note 17) 95,200  48,340  

1,012,615  1,622,139  

Non-current assets 

Long-term deposits (Note 17) 61,000  61,000  

Property and equipment (Note 7) 21,213  27,806  

Exploration and evaluation assets (Note 9) 9,981,135 9,842,851 

Goodwill (Note 10) - 434,696 

10,063,348  10,366,353  

TOTAL ASSETS  $   11,075,963   $   11,988,492  

LIABILITIES AND SHAREHOLDERS' EQUITY 

Current liabilities 

Accounts payable and accrued liabilities (Note 17)  $        500,160   $        402,002  

500,160 402,002 

Non-current liabilities 

Long-term debt (Note 12) - 3,696,150 

Convertible debentures – liability component (Note 13) 4,089,452 - 

Convertible debentures – derivative liability (Note 13) 522,223 - 

Asset retirement obligation (Note 14) 79,109  169,481  

Deferred income tax liability (Note 18) 2,971,170  3,294,000  

Total liabilities 8,162,114  7,561,633  

Shareholders' equity  

Share capital (Note 15) 38,317,051  38,283,093  

Share subscriptions received (Note 25) 459,000 - 

Obligation to issue shares (Note 13) 161,754 - 

Other equity reserve (Note 15) 3,097,601  2,744,966  

Accumulated other comprehensive income 303,152 223,918 

Deficit  (42,114,340)  (39,420,237) 

Equity attributed to shareholders of the Company 224,218  1,831,740  

Non-controlling interest (Note 5) 2,689,631  2,595,119  

Total shareholders' equity 2,913,849  4,426,859  

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY  $    11,075,963   $   11,988,492  

Approved on behalf of the Board of Directors and authorized for issue on April 18, 2019:

“Simon Ridgway” , Director  “Mario Szotlender”  , Director  

Simon Ridgway Mario Szotlender 

See accompanying notes to these consolidated financial statements 
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Thirteen Months 
Ended 

December 31, 2018 

Twelve Months 
Ended 

November 30, 2017 

Gypsum Revenue (Note 17)  $         173,322   $         672,432  

Gypsum Production Costs (Note 17) (393,196) (1,103,948) 

(219,874) (431,516) 

Phosphate Exploration Expenditures (Note 11)   (727,278)    (925,057)  

General and Administrative Expenses 

Accounting and legal             123,843              171,371  

Amortization (Note 7)                9,937                 8,332  

Finance expense (Notes 12 and 13)             722,502              792,198  

Interest and bank charges                3,135                 5,454  

Management fees (Note 17)              45,500               45,000  

Office and miscellaneous (Note 17)              34,640               44,256  

Regulatory and stock exchange fees (Note 17)              25,155               30,295  

Rent and utilities (Note 17)              21,594               26,532  

Salaries and benefits (Note 17)              74,094               75,366  

Shareholder communication (Note 17)              29,666               28,522  

Travel and accommodation (Note 17)              22,712               36,907  

         (1,112,778)           (1,264,233)  

Loss from operations         (2,059,930)         (2,620,806) 

Interest and other income                1,780                 4,644  

Gain on disposal of equipment -  12,910  

Loss on extinguishment of long-term debt (Note 12) (438,937) - 

Foreign exchange gain (loss)             (110,704)             268,834 

Fair value adjustment on derivative liability (Note 13) 34,337 - 

Asset retirement obligation accretion (Note 14)                  (1,232)                  (1,810) 

Recovery of accounts payables and accrued liabilities (Note 9)             -              402,453  

Impairment of goodwill (Note 10)  (430,988)                        -  

Loss before income taxes         (3,005,674)         (1,933,775) 

Deferred income tax recovery (expense) 372,125   (31,000)  

Loss   $     (2,633,549)  $     (1,964,775) 

Loss attributable to: 

Equity shareholders of the Company  $     (2,694,103)  $     (1,923,167) 

Non-controlling interest (Note 5)             60,554             (41,608) 

 $     (2,633,549)  $     (1,964,775) 

Loss per share attributable to equity shareholders of the Company 

- basic and diluted ($0.05) ($0.04) 

Weighted average number of shares outstanding 

- basic and diluted      58,676,908       50,415,264  

See accompanying notes to these consolidated financial statements 
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Thirteen Months
Ended 

December 31, 2018 

Twelve Months 
Ended 

November 30, 2017 

Loss   $     (2,633,549)  $     (1,964,775) 

Other comprehensive income: 

Exchange gains arising on translation of foreign operation              113,192               138,531  

Total comprehensive loss  $     (2,520,357)  $     (1,826,244) 

Comprehensive loss attributable to: 

Equity shareholders of the Company  $     (2,614,868)  $     (1,826,195) 

Non-controlling interest (Note 5)             94,511             (49) 

 $     (2,520,357)  $     (1,826,244) 

See accompanying notes to these consolidated financial statements 
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See accompanying notes to these consolidated financial statements

Equity attributed to shareholders of the Company 

Number of 
common 

shares Share capital 

Obligation 
to issue 

shares  

Share 
subscriptions 

received  

Other 
equity 

reserve 

Accumulated 
other 

comprehensive 
income  Deficit Total 

Non-controlling 
interest Total 

Balance, November 30, 2016 33,059,788   $ 33,508,181   $             -   $                   -   $  2,676,425   $         126,946   $  (37,497,070)  $   (1,185,518)  $     2,595,168   $     1,409,650  

Loss for the year -  -  -                        -  -                        -   (1,923,167)  (1,923,167)  (41,608)  (1,964,775) 
Shares issued for private 
   placements 25,000,000  5,000,000  -                        -  -                        -                        -  5,000,000                        -           5,000,000  

Shares issued for services 334,166  55,759  -                        -  -                        -  -  55,759                        -               55,759  

Share issuance costs -   (280,847) -                        -  68,541                        -  -   (212,306)                       -   (212,306) 

Currency translation 
   adjustment -  -  -                        -  -               96,972  -  96,972               41,559  138,531  

Balance, November 30, 2017 58,393,954  38,283,093  -                        -  2,744,966              223,918   (39,420,237) 1,831,740  2,595,119  4,426,859  

Loss for the period -  -  -                        -  -                        -   (2,694,103) (2,694,103)  60,554  (2,633,549) 

Shares issued for services 316,666  33,958  -                        -  -                        -  -  33,958                        -               33,958  

Shares subscribed -  -  -  459,000  -                        -  -  459,000                        -  459,000  

Obligation to issue shares - - 161,754 - - - - 161,754 - 161,754 

Warrants issued with 
   convertible debt - - - - 352,635 - - 352,635 - 352,635 
Currency translation 
   adjustment -  -  -                        -  -  79,234  -  79,234              33,958  113,192  

Balance, December 31, 2018 58,710,620   $ 38,317,051   $ 161,754   $       459,000   $  3,097,601   $         303,152  $  (42,114,340)  $        224,218   $     2,689,631   $     2,913,849  
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Thirteen Months 
Ended 

December 31, 2018 

Twelve Months 
Ended 

November 30, 2017 

OPERATING ACTIVITIES 

Net loss for the year  $        (2,633,549)  $        (1,964,775) 

Items not involving cash: 

Amortization              9,937               8,332  

Accretion of asset retirement obligation 1,232 1,810 

Finance expense 532,942 292,607  

Share-based payments                33,958                 82,078  

Unrealized foreign exchange gain (loss) 50,800 (154,261) 

Loss on extinguishment of long-term debt 438,937 - 

Gain on disposal of equipment - (12,910) 

Recovery of accounts payable and accrued liabilities   - (402,453) 

Deferred income tax expense (recovery) (322,830) 31,000 

Fair value adjustment on derivative liability (34,337) - 

Impairment of goodwill 430,988 - 

  Revaluation of asset retirement obligation (89,336) - 

(1,581,258) (2,118,572) 

Changes in non-cash working capital items: 

Taxes receivable (119,429) 26,251 

Prepaid expenses and deposits (46,860) (5,212) 

Other receivables 51,112 (92,887) 

Inventory (390,088) 426,559 

Accounts payable and accrued liabilities 132,158 (1,123,491) 

Net cash used in operating activities  (1,954,365) (2,887,352) 

FINANCING ACTIVITIES 

Proceeds from convertible debentures          500,000  - 

Debt transaction costs (50,657) (237,825) 

Repayment of debt - (670,450) 

Proceeds from issuance of capital stock - 5,000,000 

Share issuance costs - (212,306) 

Share subscriptions received 415,000 - 

Net cash provided by financing activities  864,343 3,879,419 

INVESTING ACTIVITIES 

Purchase of property and equipment (3,344) (14,677) 

Proceeds from disposal of equipment - 12,910 

Net cash used in investing activities  (3,344) (1,767) 

Effect of change in foreign currency  (21,423) - 

Increase (decrease) in cash (1,114,789) 990,300 

Cash, beginning of period 1,192,418 202,118 

Cash, end of period  $             77,629   $          1,192,418  

Supplemental disclosure with respect to cash flows (Note 20)  

See accompanying notes to these consolidated financial statements
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1. NATURE OF OPERATIONS AND ABILITY TO CONTINUE AS A GOING CONCERN

CROPS Inc. (the “Company”) was incorporated in British Columbia on April 30, 1993 and continued to the 
Yukon Territory on April 23, 2018. Its common shares are publicly traded on the TSX Venture Exchange 
(“TSX-V”). The Company previously operated under “Focus Ventures Ltd.” until it changed its name to 
CROPS Inc. on April 23, 2018 and changed its trading symbol on the TSX-V to “COPS”. On April 23, 
2018, the Company also completed a share consolidation on a 4 to 1 basis. 

The Company is engaged in the acquisition and exploration of mineral properties located primarily in 
Peru. The Company’s corporate office and principal place of business is #650 – 200 Burrard Street, 
Vancouver, BC, Canada V6C 3L6. 

These consolidated financial statements have been prepared on a going concern basis, which assumes 
that the Company will be able to meet its obligations and continue its operations for its next fiscal year. 
Realization values may be substantially different from the carrying values shown and these consolidated 
financial statements do not give effect to adjustments that would be necessary to the carrying values and 
classification of assets and liabilities should the Company be unable to continue as a going concern. At 
December 31, 2018, the Company had not yet achieved profitable operations, has accumulated losses of 
$42,114,340 since inception, and is expected to incur further losses in the development of its business, all 
of which raises substantial doubt about its ability to continue as a going concern. The Company will 
periodically have to raise additional financing in order to conduct its planned work programs on mineral 
properties and meet its ongoing levels of corporate overhead and discharge its liabilities as they come 
due. While the Company has been successful in securing financings in the past, there is no assurance 
that it will be able to do so in the future. Management is continuing to investigate opportunities to raise 
financing for the Company.  

2. BASIS OF PREPARATION

Statement of Compliance

These consolidated financial statements of the Company have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards 
Board (“IASB”).  

Change of year end

Effective in 2018, the Company changed its financial year end from November 30 to December 31 in 
order to align the Company’s year-end with that of its Peruvian subsidiaries which operate on a calendar 
fiscal year end. Accordingly, these consolidated financial statements present the statements of financial 
position as at December 31, 2018 and November 30, 2017 and the results of operations for the thirteen-
month period ended December 31, 2018 and twelve-month period ended November 30, 2017. 

Basis of Measurement

These consolidated financial statements have been prepared on the historical cost basis, except for certain 
financial instruments, which are stated at their fair values. In addition, these consolidated financial 
statements have been prepared using the accrual basis of accounting, except for cash flow information. 

The consolidated financial statements are presented in Canadian dollars (“CDN”), which is also the 
Company’s and all of its subsidiaries functional currency, except for its 70% owned subsidiary Juan Paulo 
Quay S.A.C., which has a functional currency of the Peruvian Sol. See Note 3(c) for more information.  

The preparation of consolidated financial statements in compliance with IFRS requires management to 
make certain critical accounting estimates. It also requires management to exercise judgment in applying 
the Company’s accounting policies. The areas involving a higher degree of judgment of complexity, or areas 
where assumptions and estimates are significant to the consolidated financial statements are disclosed in 
Note 4. 
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3. SIGNIFICANT ACCOUNTING POLICIES

a) Basis of Consolidation 

These consolidated financial statements include the accounts of the Company and its wholly owned and 
controlled subsidiaries. A subsidiary is an entity in which the Company is exposed, or has rights, to 
variable returns from its involvement with the investee and has the ability to affect those returns through 
its power over the investee. All material intercompany transactions and balances have been eliminated on 
consolidation. 

Details of the Company’s principal subsidiaries at December 31, 2018 are as follows: 

Name 
Place of 
incorporation 

Ownership
% Principal activity 

Agrifos Peru S.A.C. Peru 100% Exploration company 

Focus (Cayman) Inc. Cayman Islands 100% Holding company 

Agrifos International (Cayman) Inc. Cayman Islands 100% Holding company 

Juan Paulo Quay S.A.C.  Peru 70% Exploration and mining company 

b) Non-Controlling Interests 

Non-controlling interests in the net assets of consolidated subsidiaries are identified separately from the 
Company’s equity therein. Total comprehensive loss of the Company’s subsidiary is attributed to the 
equity holders of the Company and to the non-controlling interests even if this results in the non-
controlling interest having a deficit balance. For the thirteen months ended December 31, 2018 and 
twelve months ended November 30, 2017, 30% of the net assets of the Company’s consolidated 
subsidiary, Juan Paulo Quay S.A.C. (“JPQ”), were attributable to its non-controlling interest. 

If a change in ownership interest of a subsidiary occurs and the parent company retains control, the 
transaction is accounted for as a transaction with equity holders in their capacity as equity holders. No 
gain or loss is recognized in profit or loss; instead it is recognized in equity. In addition, no change in the 
carrying amounts of assets (including goodwill) or liabilities is recognized.  

The Company adjusts the non-controlling interest by attributing a proportionate amount of the subsidiaries 
net identifiable assets (excluding goodwill). The Company also adjusts other comprehensive loss to 
reflect the new ownership interest. These adjustments are also recognized in equity.  

c) Foreign Currency Translation 

The functional and presentation currency of the Company is the Canadian dollar. The individual financial 
statements of each subsidiary are presented in the currency of the primary economic environment in which 
the entity operates (its functional currency). Transactions in currencies other than the functional currency 
are recorded at the rates of exchange prevailing on dates of transactions. At each financial position 
reporting date, monetary assets and liabilities that are denominated in foreign currencies are translated at 
the rates prevailing at the reporting date with exchange differences on monetary items being recognized 
in profit or loss in the period in which they arise. Non-monetary items that are measured in terms of 
historical cost in a foreign currency are not retranslated. For the Company and its subsidiaries Agrifos 
Peru S.A.C., Focus (Cayman) Inc., and Agrifos International (Cayman) Inc., the functional currency is the 
Canadian dollar. For JPQ, the functional currency is the Peruvian Sol. For the purposes of presenting 
consolidated financial statements, the assets and liabilities of JPQ’s operations are translated into 
Canadian dollars using exchange rates prevailing at the end of each reporting period. Income and 
expense items are translated at the average exchange rates for period, unless exchange rates fluctuate 
significantly during the period, in which case the exchange rates at the dates of the transactions are used. 
Exchange differences arising, if any, are recognized in other comprehensive income and accumulated in 
equity (attributed to non-controlling interests as appropriate). 
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3. SIGNIFICANT ACCOUNTING POLICIES – cont’d

d) Earning / Loss per Share 

Basic loss per share is calculated by dividing the net loss available to common shareholders by the 
weighted average number of shares outstanding during the year. Diluted earnings per share reflect the 
potential dilution of securities that could share in earnings of an entity. In a loss year, potentially dilutive 
common shares are excluded from the loss per share calculation as the effect would be anti-dilutive. 
Basic and diluted loss per share is the same for the periods presented. 

e) Income Taxes 

Income tax expense comprises current and deferred tax. Current and deferred tax are recognized in net 
income except to the extent that it relates to a business combination or items recognized directly in equity 
or in other comprehensive loss/income. 

Current income taxes are recognized for the estimated income taxes payable or receivable on taxable 
income or loss for the current year and any adjustment to income taxes payable in respect of previous 
years. Current income taxes are determined using tax rates and tax laws that have been enacted or 
substantively enacted by the year-end date. 

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs 
from its tax base, except for those taxable temporary differences arising on the initial recognition of 
goodwill or on the initial recognition of an asset or liability in a transaction which is not a business 
combination and at the time of the transaction affects neither accounting nor taxable profit or loss. 

Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences 
is restricted to those instances where it is probable that future taxable profit will be available against 
which the deferred tax asset can be utilized. At the end of each reporting year the Company reassesses 
unrecognized deferred tax assets. The Company recognizes a previously unrecognized deferred tax 
asset only to the extent that it has become probable that future taxable profit will allow the deferred tax 
asset to be recovered. 

f) Property, Equipment and Amortization  

Recognition and Measurement

On initial recognition, property and equipment are valued at cost, being the purchase price and directly 
attributable costs of acquisition required to bring the asset to the location and condition necessary to be 
capable of operating in a manner intended by the Company, including appropriate borrowing costs and 
the estimated present value of any future unavoidable costs of dismantling and removing items. The 
corresponding liability is recognized within provisions. 

Property and equipment is subsequently measured at cost less accumulated amortization, less any 
accumulated impairment losses, with the exception of land which is not amortized. 

When parts of an item of property and equipment have different useful lives, they are accounted for as 
separate items (major components) of property and equipment. 

Gains and Losses

Gains and losses on disposal of an item of property and equipment are determined by comparing the 
proceeds from disposal with the carrying amount, that are recognized net within other income in profit or 
loss. 
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3. SIGNIFICANT ACCOUNTING POLICIES – cont’d 

f) Property, Equipment and Amortization – cont’d 

Amortization

Amortization is recognized in profit or loss to amortize property and equipment over their estimated useful 
lives using the following methods: 

Vehicles 5 year straight-line 

Computer equipment 30% declining balance and 5 year straight-line 

Furniture and equipment 20% declining balance and 10 year straight-line 

Leasehold improvements 7 - 8 years straight-line 

g) Mineral interests 

Mineral interests include interests in producing mining properties and related plant and equipment. 
Producing mining interests are carried at cost less accumulated depletion and amortization and 
accumulated impairment losses. The costs related to a property from which there is production, together 
with the costs of production equipment, will be depleted and amortized using the unit-of-production 
method. 

h) Exploration and Evaluation Assets and Expenditures 

Acquisition costs for exploration and evaluation assets are capitalized and include the cash consideration 
paid and the fair value of common shares issued on acquisition, at the earlier of the date the 
counterparty’s performance is complete or the share issuance date. Exploration expenditures, net of 
recoveries, are charged to operations as incurred. After a property is determined by management to be 
commercially feasible, exploration and development expenditures on the property will be capitalized. On 
transfer to mineral properties, capitalized exploration and evaluation assets are assessed for impairment. 
Proceeds from the sale of minerals recovered during the exploration stage are recorded when title to the 
minerals passes, the proceeds are reasonably determinable and the collectability is assured. 

Where the Company has entered into option agreements to acquire interests in exploration and 
evaluation assets that provide for periodic payments or periodic share issuances, amounts unpaid and 
unissued are not recorded as liabilities since they are payable and issuable entirely at the Company’s 
option. Option payments are recorded as exploration and evaluation costs when the payments are made 
or received and the share issuances are recorded as exploration and evaluation costs using the fair 
market value of the Company’s common shares at the earlier of the date the counterparty’s performance 
is complete or the share issuance date. Property interests granted to others under an option agreement 
where payments to be made to the Company are at the sole discretion of the optionee, and payments to 
the Company resulting from royalty interests sold to others under a royalty agreement are recorded as 
recoveries against the acquisition costs at the time of receipt. Any excess recoveries are recorded as 
income when they are received.  

Environmental expenditures that relate to current operations are expensed or capitalized as appropriate. 
Expenditures that relate to an existing condition caused by past operations and which do not contribute to 
current or future revenue generation are expensed. Liabilities are recorded when environmental 
assessments and/or remedial efforts are probable and the costs can be reasonably estimated. Generally, 
the timing of these accruals would be when the actual environmental disturbance occurs. 
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3. SIGNIFICANT ACCOUNTING POLICIES – cont’d

h) Exploration and Evaluation Assets and Expenditures – cont’d 

The Company is in the process of exploring and developing its exploration and evaluation assets and has 
not yet determined the amount of reserves available. Management reviews the carrying value of 
exploration and evaluation assets on a periodic basis and whenever events or changes in circumstances 
indicate that the carrying amount of an asset may not be recoverable, the Company will test the asset for 
impairment based upon a variety of factors, including current exploration results, the prospect of further 
work being carried out by the Company, the assessment of future probability of profitable revenues from 
the asset or from the sale of the asset. Amounts shown for exploration and evaluation assets represent 
costs incurred to date, net of write-downs and recoveries, and are not intended to represent present or 
future values. 

i) Inventories 

Gypsum inventory is valued at the lower of average production cost and estimated net realizable value. 
Costs include all direct costs incurred in production including direct labour and materials, freight, 
depreciation and amortization and directly attributable overhead costs. 

j) Goodwill 

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition 
of the business less accumulated impairment losses, if any. 

For the purposes of impairment testing, goodwill is allocated to each of the Company's cash-generating 
units (or groups of cash-generating units) that is expected to benefit from the synergies of the 
combination. A cash-generating unit to which goodwill has been allocated is tested for impairment 
annually, or more frequently when there is indication that the unit may be impaired. If the recoverable 
amount of the cash-generating unit is less than its carrying amount, the impairment loss is allocated first 
to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit 
pro- rata based on the carrying amount of each asset in the cash generating unit. Any impairment loss for 
goodwill is recognized directly in profit or loss in the consolidated statement of loss. An impairment loss 
recognized for goodwill is not reversed in subsequent periods. Management evaluates goodwill for 
impairment annually as of November 30

th
. 

k) Impairment of Non-Financial Assets 

Impairment tests on intangible assets with indefinite useful economic lives, including goodwill, are 
undertaken annually at the financial year-end. Other non-financial assets, including exploration and 
evaluation assets and mineral interests where goodwill has been allocated are to be tested for impairment 
annually, otherwise are subject to impairment tests whenever events or changes in circumstances 
indicate that their carrying amount may not be recoverable. Where the carrying value of an asset exceeds 
its recoverable amount, which is the higher of value in use and fair value less costs of disposal, the asset 
is written down accordingly.  

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is 
carried out on the asset’s cash-generating unit, which is the lowest group of assets in which the asset 
belongs for which there are separately identifiable cash inflows that are largely independent of the cash 
inflows from other assets. 
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3. SIGNIFICANT ACCOUNTING POLICIES – cont’d

l) Provisions  

Rehabilitation Provision

The Company recognizes statutory, contractual or other legal obligations related to the retirement of 
tangible long-lived assets when such obligations are incurred, if a reliable estimate of fair value can be 
made. These obligations are measured initially at fair value and the resulting costs capitalized to the 
carrying value of the related asset. In subsequent periods, the liability is adjusted for any changes in the 
amount or timing and for the discounting of the underlying future cash flows. The capitalized asset 
retirement cost is amortized to operations over the life of the asset. 

Other Provisions

Provisions are recognized where a legal or constructive obligation has been incurred as a result of past 
events, it is probable that an outflow of resources embodying economic benefit will be required to settle 
the obligation, and a reliable estimate of the amount of the obligation can be made. If material, provisions 
are measured at the present value of the expenditures expected to be required to settle the obligation. 
The increase in any provision due to passage of time is recognized as accretion expense. 

m) Share Capital 

Equity instruments are contracts that give a residual interest in the net assets of the Company. Financial 
instruments issued by the Company are classified as equity only to the extent that they do not meet the 
definition of a financial liability or financial asset. The Company’s common shares, share warrants and 
options are classified as equity instruments. 

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a 
deduction, net of tax, from the proceeds. 

Warrants issued by the Company typically accompany an issuance of shares in the Company (a “Unit”), 
and entitle the warrant holder to exercise the warrants for a stated price and a stated number of common 
shares in the Company. The fair value of the Units components sold is measured using the residual value 
approach. 

n) Share-based Payments 

Where equity-settled share options are awarded to employees, or others providing similar services, the 
fair value of the options at the date of grant is charged to the profit or loss over the vesting period. 
Performance vesting conditions are taken into account by adjusting the number of equity instruments 
expected to vest at each reporting date so that, ultimately, the cumulative amount recognized over the 
vesting period is based on the number of options that eventually vest. As long as all other vesting 
conditions are satisfied, a charge is made irrespective of whether these vesting conditions are satisfied. 
The cumulative expense is not adjusted for failure to achieve a market vesting condition or where a non-
vesting condition is not satisfied. 

Where terms and conditions of options are modified before they vest, the increase in the fair value of the 
options, measured immediately before and after the modification, is also charged to profit or loss over the 
remaining vesting period. 

Where equity instruments are granted to non-employees, they are recorded at the fair value of the goods 
or services received profit or loss. Options or warrants granted related to the issuance of shares are 
recorded as a reduction of share capital. 

When the value of goods or services received in exchange for the share-based payment cannot be 
reliably estimated, the fair value is measured by use of a valuation model. 

All equity-settled share-based payments are reflected in other equity reserve, until exercised. Upon 
exercise, shares are issued from treasury and the amount reflected in other equity reserve is credited to 
share capital, adjusted for any consideration paid. 
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3. SIGNIFICANT ACCOUNTING POLICIES – cont’d

n) Share-based Payments – cont’d 

Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures when 
vesting conditions are not satisfied, the Company immediately accounts for the cancellation as an 
acceleration of vesting and recognizes the amount that otherwise would have been recognized for 
services received over the remainder of the vesting period. Any payment made to the employee on the 
cancellation is accounted for as the repurchase of an equity interest except to the extent the payment 
exceeds the fair value of the equity instrument granted, measured at the repurchase date. Any such 
excess is recognized as an expense. 

o) Financial Instruments  

Financial Assets 

Financial assets are classified into one of four categories: fair-value-through-profit-and-loss, held-to-
maturity investments, loans and receivables, and available-for-sale financial assets. All transactions 
related to financial instruments are recorded on a trade date basis.  

FVTPL 

Financial assets are classified as FVTPL when the financial asset is held-for-trading or it is designated as 
FVTPL. A financial asset is classified as FVTPL when it has been acquired principally for the purpose of 
selling in the near future; it is a part of an identified portfolio of financial instruments that the Company 
manages and has an actual pattern of short-term profit-taking or if it is a derivative that is not designated 
and effective as a hedging instrument. Upon initial recognition, attributable transaction costs are 
recognized in profit or loss when incurred.  

Loans and Receivables

These assets are non-derivative financial assets resulting from the delivery of cash or other assets by a 
lender to a borrower in return for a promise to repay on a specified date or dates, or on demand. They are 
initially recognized at fair value plus transaction costs that are directly attributable to their acquisition or 
issue and subsequently carried at amortized cost, using the effective interest rate method, less any 
impairment losses. Amortized cost is calculated taking into account any discount or premium on 
acquisition and includes fees that are an integral part of the effective interest rate and transaction costs. 
Gains or losses are recognized in profit or loss when the loans and receivables are derecognized or 
impaired, as well as when they are amortized. 

Impairment of Financial Assets 

At each reporting date the Company assesses whether there is any objective evidence that a financial 
asset or a group of financial assets is impaired. A financial asset or group of financial assets is deemed to 
be impaired, if, and only if, there is objective evidence of impairment as a result of one or more events 
that has occurred after the initial recognition of the asset and that event has an impact on the estimated 
future cash flows of the financial asset or the group of financial assets. 



CROPS INC. (formerly Focus Ventures Ltd.)
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the thirteen months ended December 31, 2018 and twelve months ended November 30, 2017 

(Expressed in Canadian Dollars) 

17 

3. SIGNIFICANT ACCOUNTING POLICIES – cont’d

o) Financial Instruments – cont’d 

Financial Liabilities 

Financial liabilities are classified as fair value through profit or loss (“FVTPL”) or other financial liabilities, 
based on the purpose for which the liability was incurred. 

FVTPL 

Financial liabilities at FVTPL are initially recognized at fair value with changes in fair value recorded 
through profit or loss. Transaction costs for financial liabilities at FVTPL are recorded in profit or loss. 

Derivatives are initially recognized at their fair value on the date the derivative contract is entered into and 
are subsequently re-measured at their fair value at each reporting date with changes in the fair value 
recognized in profit or loss. 

Other Financial Liabilities 

Other financial liabilities are initially recognized at fair value, net of any transaction costs directly 
attributable to the issuance of the instrument, and subsequently carried at amortized cost using the 
effective interest rate method. This ensures that any interest expense over the period of repayment is at a 
constant rate on the balance of the liability carried in the consolidated statement of financial position. 
Interest expense, in this context, includes initial transaction costs and premiums payable on redemption, 
as well as any interest or coupon payable while the liability is outstanding. 

Accounts payables represent liabilities for goods and services provided to the Company prior to the end 
of the period which are unpaid. Accounts payable amounts are unsecured and are usually paid within 
forty-five days of recognition.  

The Company has made the following designations of its financial instruments: 

Cash  Loans and receivables 
Other receivables  Loans and receivables 
Deposits  Loans and receivables 
Accounts payable and accrued liabilities  Other financial liabilities 
Long-term debt  Other financial liabilities 
Convertible debentures – liability component  Other financial liabilities 
Convertible debentures – derivative liability  FVTPL 

p) Compound Financial Instruments 

Compound financial instruments issued by the Company comprise convertible debenture in Canadian 
dollars that can be converted to common shares at the option of the holder. The convertible debenture is 
allocated into corresponding debenture and derivative liability components at the date of issue. The 
liability component is initially recognized at the difference between the fair value of the convertible 
debenture as a whole and the fair value of derivative liability, using the Black-Scholes option pricing 
method. The liability component is subsequently accreted to the face value of the liability portion of the 
convertible debenture at the effective interest rate. The derivative liability is re-measured at fair value at 
each reporting period.  
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3. SIGNIFICANT ACCOUNTING POLICIES – cont’d 

q) Value Added Taxes 

The Company incurred value added tax (VAT) in Peru and Canada. An amount equal to the expected 
amount refundable has been recorded as Taxes Receivable except for certain operations in Peru where 
the collection of VAT payments is uncertain, and therefore has been expensed and included in 
Exploration Expenditures.  

r) Revenue Recognition 

Revenue on the sale of gypsum within Peru is recognized when the product is delivered to the customer 
and/or when the risks and rewards of ownership are otherwise transferred to the customer and when the 
price is fixed or determinable. Revenue on export sales of gypsum is recognized upon the transfer of title 
to the customer and when the other revenue recognition criteria have been met. The Company’s gypsum 
product is generally sold based on the market prices prevailing at the time the sales contract is signed. 

s) Standards, Amendments and Interpretations Not Yet Effective 

The Company will be required to adopt the following standards and amendments issued by the IASB as 
described below. 

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration.  

On December 8, 2016, the IASB issued IFRIC Interpretation 22 Foreign Currency Transactions and 
Advance Consideration. The Interpretation clarifies which date should be used for translation when a 
foreign currency transaction involves an advance payment or receipt. The Interpretation is applicable for 
annual periods beginning on or after January 1, 2018. Earlier application is permitted. The Interpretation 
clarifies that the date of the transaction for the purpose of determining the exchange rate to use on initial 
recognition of the related asset, expense or income (or part of it) is the date on which an entity initially 
recognizes the non-monetary asset or non-monetary liability arising from the payment or receipt of 
advance consideration. Effective for the Company’s annual period beginning January 1, 2019. 

IFRS 15 Revenue from Contracts with Customers  

IFRS 15, Revenue from Contracts with Customers specifies how and when revenue should be recognized 
as well as requiring more informative and relevant disclosures. The standard supersedes IAS 18 
Revenue, IAS 11 Construction Contracts, and a number of revenue-related interpretations. Application of 
the standard is mandatory and it applies to nearly all contracts with customers: the main exceptions are 
leases, financial instruments and insurance contracts. IFRS 15 is effective for annual periods starting on 
or after January 1, 2018, with earlier application permitted.  

Effective for the Company’s annual period beginning January 1, 2019. The Company does not expect the 
adoption of IFRS 15 to have a significant impact on its consolidated financial statements. 
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3. SIGNIFICANT ACCOUNTING POLICIES – cont’d

s) Standards, Amendments and Interpretations Not Yet Effective – cont’d 

IFRS 9 Financial Instruments  

IFRS 9 will replace IAS 39 Financial Instruments: Recognition and Measurement and IFRIC 9 
Reassessment of Embedded Derivatives. The final version of this new standard supersedes the 
requirements of earlier versions of IFRS 9. 

The main features introduced by this new standard compared with predecessor IFRS are as follows: 

� Classification and measurement of financial assets: 
Debt instruments are classified and measured on the basis of the entity's business model for 
managing the asset and its contractual cash flow characteristics as either: “amortized cost”, “fair 
value through other comprehensive income”, or “fair value through profit or loss” (default). Equity 
instruments are classified and measured as “fair value through profit or loss” unless upon initial 
recognition elected to be classified as “fair value through other comprehensive income”.  

� Classification and measurement of financial liabilities: 
When an entity elects to measure a financial liability at fair value, gains or losses due to changes in 
the entity’s own credit risk is recognized in other comprehensive income (as opposed to previously 
profit or loss). This change may be adopted early in isolation of the remainder of IFRS 9.  

� Impairment of financial assets: 
An expected credit loss impairment model replaced the incurred loss model and is applied to financial 
assets at “amortized cost” or “fair value through other comprehensive income”, lease receivables, 
contract assets or loan commitments and financial guarantee contracts. An entity recognizes twelve-
month expected credit losses if the credit risk of a financial instrument has not increased significantly 
since initial recognition and lifetime expected credit losses otherwise. 

� Hedge accounting: 
Hedge accounting remains a choice, however, is now available for a broader range of hedging 
strategies. Voluntary termination of a hedging relationship is no longer permitted. Effectiveness 
testing now needs to be performed prospectively only. Entities may elect to continue to applying 
IAS 39 hedge accounting on adoption of IFRS 9 (until the IASB has completed its separate project on 
the accounting for open portfolios and macro hedging). 

Effective for the Company's annual period beginning January 1, 2019. The Company does not expect the 
adoption of IFRS 9 to have a significant impact on its consolidated financial statements. 
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3. SIGNIFICANT ACCOUNTING POLICIES – cont’d

s) Standards, Amendments and Interpretations Not Yet Effective – cont’d 

IFRS 16 Leases  

On January 13, 2016, the IASB issued IFRS 16 Leases of which requires lessees to recognize assets and 
liabilities for most leases. For lessors, there is little change to the existing accounting in IAS 17 Leases. 
The new standard will be effective for annual periods beginning on or after January 1, 2019. Early 
application is permitted, provided the new revenue standard, IFRS 15 Revenue from Contracts with 
Customers, has been applied, or is applied at the same date as IFRS 16.  

Effective for the Company’s annual period beginning January 1, 2019. The Company is in the process of 
assessing the impact of IFRS 16 on its consolidated financial statements. 

IFRS 17 Insurance Contracts 

IFRS 17 is a new standard that requires insurance liabilities to be measured at a current fulfillment value 
and provides a more uniform measurement and presentation approach for all insurance contracts. These 
requirements are designed to achieve the goal of a consistent, principle-based accounting for insurance 
contracts. IFRS 17 supersedes IFRS 4, Insurance Contracts, and related interpretations.  

Effective for the Company’s annual period beginning January 1, 2021. The Company has yet to assess 
the impact of IFRS 17 on its consolidated financial statements. 

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Company makes estimates and assumptions about the future that affect the reported amounts of 
assets and liabilities. Estimates and judgments are continually evaluated based on historical experience 
and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. In the future, actual experience may differ from these estimates and assumptions. 

The effect of a change in an accounting estimate is recognized prospectively by including it in loss and 
comprehensive loss in the period of the change, if the change affects that period only, or in the period of 
the change and future periods, if the change affects both. 

The key areas of judgment applied in the preparation of the consolidated financial statements that could 
result in a material adjustment to the carrying amounts of assets and liabilities are as follows: 

a) Although the Company has taken steps to verify title to mineral properties in which it has an interest, 
these procedures do not guarantee the Company’s title. Such properties may be subject to prior 
agreements or transfers and title may be affected by undetected defects;  

b) Judgment is required in the determination that the Company will continue as a going concern for the 
next year (Note 1).  

c) The carrying value of the investment in acquisition costs relates to a mineral interest and exploration 
and evaluation asset, and the recoverability of their carrying values. The Company’s accounting 
policy for acquisition costs relating to the mineral interest and exploration and evaluation asset 
requires judgment in determining whether it is likely that future economic benefits will flow to the 
Company. 
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS – cont’d

c) Cont’d 

If, after acquisition costs relating to the mineral interest or exploration and evaluation asset are 
capitalized, information becomes available suggesting that the carrying amount of the mineral interest 
or exploration and evaluation asset may exceed its recoverable amount, the Company carries out an 
impairment test at the cash-generating unit (“CGU”) or group of cash-generating units (“CGUs”) level 
in the year the new information becomes available. The recoverable amount of the exploration and 
evaluation asset has been determined using comparable phosphate exploring and mining companies 
in Peru and abroad, market capitalization and estimated enterprise value of the Company. Such 
calculations and models were required to estimate, amongst other items, the estimation of the 
resource, amount and timing of extraction of mineralization, commodity prices, input costs, discount 
rates and currency rates. The data utilized to estimate these key items included available NI 43-101 
reports, feasibility studies and judgements regarding life of mine and mine plan. 

d) Goodwill is evaluated for impairment annually or more often if events or circumstances indicate there 
may be impairment. Impairment is determined by assessing if the carrying value of a CGU, including 
the allocated goodwill, exceeds its recoverable amount. The assessment of the recoverable amount 
used in the goodwill impairment analysis is subject to similar judgments and estimates as described 
above for mineral interests and exploration and evaluation assets.  

e) Inventory valuation requires judgment to determine obsolescence and estimates of provisions for 
obsolescence to ensure that the carrying value of inventory is not in excess of net realizable value. 

f) The functional currency for each of the Company’s subsidiaries is the currency of the primary 
economic environment in which the entity operates. Determination of the functional currency may 
involve certain judgments to determine the primary economic environment and the Company 
reconsiders functional currency of its entities if there is a change in events and conditions which 
determined the primary economic environment. 

g) Judgment is required in applying IAS 39 Financial Instruments: Recognition and Measurement to 
determine whether the amended terms of the loan agreements are a substantial modification of an 
existing financial liability and whether it should be accounted for as an extinguishment of the original 
financial liability. 

The key estimates applied in the preparation of the consolidated financial statements that could result in a 
material adjustment to the carrying amounts of assets and liabilities are as follows: 

a) The Company may be subject to income tax in several jurisdictions and significant judgment is 
required in determining the provision for income taxes. During the ordinary course of business and on 
dispositions of mineral property or interests therein, there are transactions and calculations for which 
the ultimate tax determination is uncertain. As a result, the Company recognizes tax liabilities based 
on estimates of whether additional taxes and interest will be due. This assessment relies on 
estimates and assumptions and may involve a series of judgments about future events, and 
interpretation of tax law. To the extent that the final tax outcome of these matters is different than the 
amounts recorded, such differences will impact income tax expense in the period in which such 
determination is made. 

b) The fair value of the derivative liability is measured using the Black-Scholes option pricing model. 
Measurement inputs include share price on measurement date, exercise price of the conversion 
feature, expected volatility, expected life of the derivative, expected dividends and the risk-free rate. 
Changes in the input assumptions could affect the liability and derivative liability components 
recognized in the consolidated statements of financial position and the accretion expense and fair 
value change recognized in profit or loss. 
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5. NON-CONTROLLING INTEREST 

Juan Paulo Quay S.A.C. (“JPQ”), a 70% owned subsidiary of the Company, has material non-controlling 
interests (“NCI”) in the Company.  

JPQ Agreement 

On March 26, 2015, the Company’s Peruvian subsidiary, Agrifos Peru S.A.C. (“Agrifos Peru”) completed 
a purchase agreement with the shareholders (the “Vendors”) of JPQ, titleholder of the Bayovar 12 
phosphate mining concession (the “Bayovar 12 Project”) located in Northern Peru, whereby the Company 
acquired a 70% interest in shares of JPQ (the “Bayovar Interest”), and thereby cancelling a previously 
granted option agreement to earn such interest.   

Additional terms to the purchase agreement include: 

i) the Company is required to spend a minimum of US$14.0 million in development of the Bayovar 
12 Project (such amount to include expenditures incurred prior to the purchase agreement), with 
no time limit for making such expenditure and without dilution to the Vendor’s remaining 30% 
interest; 

ii) if after spending US$14.0 million further funding is needed to determine the viability of a 
phosphate operation, the Company must incur additional development expenditures of up to 
US$4.0 million of which 30% will be treated as a loan to the Vendors; 

iii) port and loading services for the future export of phosphate rock will be provided by the Vendors 
at commercial rates at the JPQ Maritime Terminal located 40 kilometres west of the Bayovar 12 
Project; and 

iv) the Company has a right of first refusal for the purchase of the Vendors’ 30% interest in JPQ. 

The Company is also responsible for certain costs relating to keeping the Bayovar 12 Project in good 
standing until the terms i) and ii) of the purchase agreement are completed. During the thirteen-month 
period ended December 31, 2018, costs totaling $171,296 and a gain of $99,429 were excluded from the 
NCI (Twelve month period ended November 30, 2017: costs of $307,315). 
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5. NON-CONTROLLING INTEREST – cont’d 

Summarized financial information in relation to JPQ, before intra-group eliminations, is presented below 
together with amounts attributed to NCI: 

Thirteen Months 
Ended 

December 31, 
2018 

Twelve Months 
Ended 

November 30, 
2017 

Revenue and other income $            173,322  $           672,432  

Gypsum production expenses (393,196) (1,103,948) 

Amortization (3,037) (1,331) 

Foreign exchange gain (loss) (19,238) 17,839 

Loss before tax (242,149) (415,008) 

Deferred income tax recovery 372,125 (31,000) 

Loss after tax  $            129,976  $        (446,008) 

Loss allocated to NCI  $              60,554   $          (41,608)  

Other comprehensive income allocated to NCI: 

Currency translation adjustment 33,958 41,559 

Total comprehensive loss allocated to NCI  $              94,512   $                 (49)  

Dividends paid to NCI  $                        -   $                      -  

Cash flows from operating activities $         (239,112)  $        (413,677)  

Cash flows from investing activities -  -  

Cash flows from financing activities 472,914  347,577  

Net cash inflows (outflows)   $            233,802   $          (66,100)  

As at 
December 31,

2018 
November 30,

2017 

Current assets  $            846,304   $          623,416  

Non-current assets 10,804,896  11,082,376  

11,651,200  11,705,792  

Current liabilities  (196,429)  (130,529) 

Non-current liabilities  (3,050,279)  (3,485,811) 

 (3,246,708)  (3,616,340) 

Net assets  $         8,404,492   $       8,089,452  

Non-controlling interests at 30%  2,521,348  2,426,836 

Non-controlling interest non-reciprocal contribution  168,283  168,283 

Accumulated non-controlling interests  $         2,689,631   $       2,595,119  
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6.   GYPSUM PRODUCTION AND INVENTORY 

The Company produces gypsum on its Bayovar 12 Project in compliance with the requirements of the 
Peru mining authority for maintaining the Bayovar 12 concession in good standing, with minimum 
production set at 80,000 tonnes for each twelve-month period ended June 30

th
.  

During the thirteen months ended December 31, 2018, the Company sold 10,892 tonnes of gypsum for 
gross proceeds of $173,322 and produced 143,890 tonnes of gypsum (Twelve months ended November 
30, 2017: sold 53,542 tonnes of gypsum for gross proceeds of $672,432 and produced 14,173 tonnes of 
gypsum). As of December 31, 2018, the Company held 174,268 tonnes of gypsum inventory (November 
30, 2017: 40,661 tonnes).  

During the 2017 fiscal year, the Bayovar 12 Project region experienced an unusual weather condition 
resulting in flooding which temporarily impacted the Company’s ability to access the property and perform 
extraction activities. As a result, the Company was unable to meet the minimum annual production 
requirements. Due to these circumstances, the Peru mining authority extended the time period in which to 
complete the annual minimum requirements to June 2018 (fulfilled).   

December 31, 
2018 

November 30, 
2017 

Gypsum inventory  $          562,701  $          172,613 

7.   PROPERTY AND EQUIPMENT  

Vehicles 
Computer 

equipment 
Furniture and 

equipment 
Leasehold 

improvements Total 

Cost 

Balance, November 30, 2016  $      31,881   $      33,951   $          27,781   $          19,060   $     112,673  

Additions 13,304  -  1,373  -  14,677  

Balance, November 30, 2017 45,185  33,951  29,154  19,060  127,350  

Additions -  1,962  1,382  -  3,344  

Balance, December 31, 2018  $      45,185   $      35,913   $          30,536   $          19,060   $     130,694  

Accumulated amortization 

Balance, November 30, 2016  $      31,881   $      31,720   $          15,851   $          11,760   $       91,212  

Charge for period  1,331  670  3,871  2,460  8,332  

Balance, November 30, 2017 33,212  32,390  19,722  14,220  99,544  

Charge for period  2,632  714  3,926  2,665 9,937 

Balance, December 31, 2018  $      35,844   $      33,104  $          23,648   $          16,885   $     109,481  

Carrying amounts 

At November 30, 2017  $      11,973   $        1,561   $            9,432   $            4,840   $       27,806  

At December 31, 2018  $        9,341   $        2,809   $            6,888   $            2,175   $       21,213  
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8.   GYPSUM MINERAL INTEREST  

The Company’s mineral interest comprises the gypsum mineral portion of the Bayovar 12 Project interest 
acquired through a 2015 business combination with JPQ.  

As at December 31, 2018 and November 30, 2017, the carrying value for the Company’s gypsum mineral 
interest in JPQ was $Nil. 

During the 2016 fiscal year, the carrying value of the mineral interest was determined to be impaired and 
as a result, written down to $Nil. At December 31, 2018, there were no indicators that would have led to a 
reversal of the previous year’s impairment charges. 

9.   EXPLORATION AND EVALUATION ASSETS  

The Company has capitalized the following acquisition costs on its mineral properties as at December 31, 
2018: 

 Bayovar  

Balance, November 30, 2016  $       9,714,445  

Cumulative translation adjustment 128,406  

Balance, November 30, 2017 9,842,851  

Cumulative translation adjustment 138,284  

Balance, December 31, 2018  $       9,981,135  

Bayovar 12 Project 

In March 2015, the Company’s Peruvian subsidiary, Agrifos Peru, acquired a 70% interest in the issued 
share capital of JPQ.  

Radius Gold Inc. (“Radius”) holds a royalty interest equal to 2% of the Company’s 70% interest in future 
phosphate production from the Bayovar 12 Project. The Company and Radius have two common 
directors and common officers. 

During the twelve months ended November 30, 2017, the Company recorded a recovery of accounts 
payables and accrued liabilities of $402,453 relating to pre-feasibility study costs incurred in a prior year. 
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10. GOODWILL  

The Company’s goodwill represents the excess of the purchase price paid during the 2015 fiscal year for 
the acquisition of JPQ over the fair value of the net identifiable tangible and intangible assets and 
liabilities. 

Goodwill has been allocated to two cash-generating units (“CGUs”) for impairment testing as follows: 

� Gypsum Mineral Interest CGU (impaired to $Nil during the year ended November 30, 2016) 
� Exploration and Evaluation CGU 

The carrying amount of goodwill is as follows: 

December 31, 
2018 

November 30, 
2017 

Goodwill attributable to Exploration and Evaluation CGU  $                    -   $          434,696  

Change in goodwill for the thirteen months ended December 31, 2018 and twelve months ended 
November 30, 2017: 

Balance, December 1, 2016  $          429,025  

Cumulative translation adjustment 5,671  

Balance, November 30, 2017 434,696  

Impairment charge  (430,988) 

Cumulative translation adjustment (3,708)  

Balance, December 31, 2018  $                      -  

The Company performed its annual goodwill impairment test in accordance with the accounting policy 
stated in the Note 3. 

Gypsum Mineral Interest CGU 

The recoverable amount of the gypsum mineral interest cash generating unit was determined based on 
value in use calculations using the net present value of forecasted cash flows for a ten year period and 
discounted at a rate of 25%. Financial forecasts were based on management’s expectations of future 
outcomes taking into account historical experience, industry considerations, and economic conditions and 
trends. 

Exploration and Evaluation CGU 

The recoverable amount of the exploration and evaluation cash generating unit has been determined 
based on a value in use calculations with the Company’s enterprise value. The recoverable value of the 
exploration and evaluation CGU was determined to be above its carrying value indicating there was no 
impairment the underlying exploration and evaluation asset but there were indicators of impairment to the 
goodwill on the exploration and evaluation asset. As a result, the goodwill was written down to $Nil. 

Significant management judgement is necessary to evaluate the impact of operating and economic 
changes on the Company. Critical assumptions include projected operating and administrative expenses, 
change in capital expenditures, growth rates, as well as an appropriate discount rate. If future growth and 
results of the Company differ significantly from management’s current best estimates with respect to the 
critical assumptions noted above, it is reasonably possible that this could have an adverse impact on the 
estimated recoverable amounts of the Company, including the amounts of allocated goodwill and 
intangible assets, and result in further impairment charges.
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11. PHOSPHATE PROPERTY EXPENDITURES  

During the thirteen months ended December 31, 2018 and twelve months ended November 30, 2017, the 
Company incurred the following exploration expenditures relating to its Bayovar 12 phosphate mineral 
property which were expensed as incurred:

Thirteen 
months ended 
December 31, 

2018  

Twelve months 
ended 

November 30, 
2017 

Assaying  $                      -  $              9,155  

Geological and other consulting (Note 17) 248,962  394,485  

Office and administration 96,497 124,328  

Salaries 330,377 321,611  

Travel 47,014 67,897  

Value added tax 4,428 7,581  

Exploration expenditures $          727,278  $          925,057  

12. TERM DEBT

Sprott Loan 

On March 24, 2015, the Company completed a $6,231,500 (US$5.0 million) loan facility (the “Loan”) from 
lenders led by Sprott Resource Lending Partnership (“Sprott”). $4,985,200 (US$4.0 million) of the Loan 
funds were used to purchase an interest in the Bayovar 12 Project (Note 5).  

On July 14, 2016, the maturity date of the Loan was extended three years, from September 30, 2016 to 
September 30, 2019. In consideration for the extension, the Company issued to Sprott 685,085 common 
shares of the Company with a value of $274,034, being the market price of the shares on issuance date. 
In addition, upon each anniversary date of the extended term, the Company was to make an anniversary 
fee payment of 6% of the principal amount of the Loan outstanding, in cash or shares at the election of 
the Company. 
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12. TERM DEBT – cont’d 

Key terms of the Loan were as follows: 

i) the Loan had an interest rate of 12% per annum and a maturity date of September 30, 2019; 

ii) security on the Loan was provided by a first charge on all assets of the Company’s two Cayman 
subsidiaries, and its Peru subsidiary, Agrifos Peru which holds the 70% interest in JPQ; 

iii) the Loan may have been repaid prior to maturity, in full or in part, at the option of the Company; 

iv) the Company was required to maintain a minimum cash balance of $500,000 and minimum 
working capital of $250,000 during the term of the Loan. For the purpose of the minimum working 
capital requirement, the outstanding Loan amount was excluded from the calculation;  

v) make a March 24, 2016 anniversary fee payment of US$105,000 in cash or shares (paid $136,101 
in cash); and 

vi) make anniversary fee payments of 6% of the outstanding principal amount in cash or shares on 
each of September 30, 2017 (paid $224,604 (US$180,000) in cash) and September 30, 2018. 

 Amount  

Balance, November 30, 2016  $       4,460,847  

Repayment  (670,450) 

Anniversary payment  (224,604) 

Accretion of transaction costs 292,607  

Foreign exchange adjustment  (162,250) 

Balance, November 30, 2017 3,696,150  

Extinguishment (Note 13) (4,068,466) 

Accretion of transaction costs 170,250  

Accrued interest 148,998 

Foreign exchange adjustment  53,068 

Balance, December 31, 2018  $                      -  

During the 2017 fiscal year, the Company repaid $670,450 (US$500,000) of the Loan outstanding 
principal. During the thirteen months ended December 31, 2018, the Company restructured the loan 
through issuance of secured convertible debentures and share purchase warrants to Sprott (Note 13) to 
repay in full the outstanding Loan balance of $4,068,466 (US$3,114,019), including accrued interest. 

The finance expense that was recorded for the thirteen months ended December 31, 2018 and twelve 
months ended November 30, 2017 is comprised of the following:  

December 31, 
2018 

November 30, 
2017 

Interest payments  $             338,597   $          495,184  

Accretion of transaction costs 170,250  292,607  

Other fees -  4,407  

 $             508,847   $          792,198  

During the thirteen months ended December 31, 2018, a total of $338,597 (twelve months ended 
November 30, 2017: $495,184) was paid in interest.  
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13.   CONVERTIBLE DEBENTURES  

Debt
liability 

component 

Derivative 
liability 

component Total 

Balance, November 30, 2017  $                     -   $                     -   $                     -  

Fair value of debenture issued on August 23, 2018          3,604,004              495,679           4,099,683  

Fair value of debenture issued on August 30, 2018             439,119               60,881              500,000  

Transaction costs allocated             (4,903)                       -              (4,903) 

Fair value adjustment                       -   (34,337)  (34,337) 

Accretion of interest              51,232                        -               51,232  

Balance, December 31, 2018  $      4,089,452   $         522,223   $      4,611,675  

Secured Debentures 

On August 23, 2018, the Company issued secured convertible debentures for the total principal sum of 
$4,068,466 and 25,427,912 share purchase warrants to Sprott to repay in full the Loan (Note 12). The 
debentures have a term of three years, and may be convertible, at the election of the holder, into common 
shares of the Company at the rate of $0.08 per share (for a maximum of 50,855,824 shares) if converted 
in the first year, or at the rate of $0.10 per share (for a maximum of 40,684,660 shares) if converted in the 
second or third years. The share purchase warrants are exercisable at a price of $0.08 per share for up to 
three years. 

The debentures bear interest which is to be paid quarterly in cash at the rate of 8% per annum. The 
Company may however, subject to TSX-V approval at the time, elect to pay the interest in common 
shares of the Company, in which case the interest rate for the applicable payment will be 10% per annum 
instead of 8%.  

The debentures issued to Sprott are secured by a first charge on all assets of the Company, including its 
70% interest in JPQ. 

The debentures and warrants issued to Sprott include a restriction such that the holder may only be 
issued the number of debenture shares or warrant shares at any given time that will not result in the 
holder owning or controlling 20% or more of the total outstanding shares of the Company on a non-diluted 
basis, unless and until a resolution approving such issuance of shares has been passed by the 
shareholders of the Company in accordance with the applicable rules and policies of the TSX-V. 

For accounting purposes, the secured convertible debenture of $4,068,466 is a hybrid financial 
instrument and was allocated into corresponding debt and derivative liability (conversion feature) 
components at the date of issue. Due to the varying conversion prices of the debenture, the conversion 
feature is accounted for as a derivative liability. The Company used the fair value of the derivative liability 
and warrants issued using Black Scholes option pricing model and calculated the present value of the 
cash-flows, which consists of interest and principal payment, to calculate the total consideration paid for 
the debt component. The debt component is subsequently accreted to the face value of the debt portion 
of the convertible debenture at the effective interest rate of 14.7%. The derivative liability component is 
re-measured at fair value at each reporting period. Upon issuance of the secured debenture, the 
Company recorded a debt component of $3,604,004, a derivative component of $495,679, and warrant 
balance of $352,635. 

Transaction costs of $55,085 were incurred on the secured debenture and were recorded as a loss on 
extinguishment of long-term debt. The Company recorded a loss relating to the extinguishment of the 
term debt (Note 12) of $383,852 due to the restructuring of the loan.  

During the thirteen months ended December 31, 2018, accretion of interest of $45,289 on the secured 
convertible debentures was charged to profit or loss and is included in finance expense. 
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13.   CONVERTIBLE DEBENTURES – cont’d 

Unsecured Debentures 

On August 30, 2018, the Company issued unsecured convertible debentures for total proceeds of 
$500,000 and a total of 3,125,000 share purchase warrants to a director of the Company and to a 
company controlled by the Chief Executive Officer of the Company. The debentures have a term of three 
years, and may be convertible, at the election of the holders, into common shares of the Company at the 
rate of $0.08 per share (for a maximum of 6,250,000 shares) if converted in the first year, or at the rate of 
$0.10 per share (for a maximum of 5,000,000 shares) if converted in the second or third years. The share 
purchase warrants are exercisable at a price of $0.08 per share for up to three years. 

The debentures bear interest which is to be paid quarterly in common shares of the Company, subject to 
TSX-V approval at the time, at the rate of 10% per annum.  

For accounting purposes, the convertible debentures of $500,000 are hybrid financial instruments and 
were allocated into corresponding debt and derivative liability (conversion feature) components at the 
date of issue. Due to the varying conversion prices of the debenture, the conversion feature is accounted 
for as a derivative liability. The Company used the residual value method, which allocated value first to 
the derivative component, based on the calculated fair value using the Black-Scholes option pricing 
model then to the debt component calculated at the present value of the cash-flows, which consists of 
interest and principal payment and then the residual to the warrants. The debt component is subsequently 
accreted to the face value of the debt portions of the convertible debentures at the effective interest rate 
of 15.5%. The derivative liability component is re-measured at fair value at each reporting period. Upon 
issuance of the unsecured debentures, the fair value was separated into a debt component of $439,119 
and a derivative component of $60,881. No fair value was attributed to the warrants. 

Transaction costs of $5,572 were incurred on the unsecured convertible debentures, of which $4,903 was 
allocated to the debt component and $669 to the derivative component. Transaction costs allocated to the 
derivative component were charged to profit or loss during the thirteen months ended December 31, 
2018. 

During the thirteen months ended December 31, 2018, accretion of $5,943 on the unsecured convertible 
debentures was charged to profit or loss and is included in finance expense. 

During the thirteen months ended December 31, 2018, the Company recorded $161,754 in obligation to 
issue common shares pertaining to the interest accrued on the secured debentures and the unsecured 
debentures. 



CROPS INC. (formerly Focus Ventures Ltd.)
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the thirteen months ended December 31, 2018 and twelve months ended November 30, 2017 

(Expressed in Canadian Dollars) 

31 

14.   ASSET RETIREMENT OBLIGATION  

The Company’s asset retirement obligation relates to the restoration and rehabilitation of JPQ’s gypsum 
mining operations. Although the ultimate amount of the asset retirement provision is uncertain, the fair 
value of this obligation is based on information currently available, including closure plans and the 
Company’s interpretation of current regulatory requirements. 

The asset retirement obligation represents the present value of the restoration and rehabilitation costs 
relating to mining activities that have occurred to date. Over time, the discounted liability is increased for 
the changes in present value based on current market discount rates and liability specific risks. The 
rehabilitation expenditure is expected to be incurred in various stages up to 2028.  

December 31,
2018 

November 30,
2017 

Balance, beginning of period  $             169,481   $             126,582  

Change in liability estimate (89,336) 44,488 

Accretion of interest 1,232 1,810 

Foreign exchange adjustment (2,268)  (3,399) 

Balance, end of period  $               79,109   $             169,481  

As at December 31, 2018, the Company has determined that it has a rehabilitation provision of $79,109 
regarding its Bayovar 12 Project. 

15. SHARE CAPITAL AND RESERVES 

(a) Common Shares 

The Company is authorized to issue an unlimited number of common shares without par value. 

During the thirteen months ended December 31, 2018, the Company completed a consolidation of the 
issued shares, share purchase warrants and stock options outstanding at April 23, 2018 on a one new for 
four old basis. All references to common shares, share purchase warrants and stock options in these 
consolidated financial statements reflect the share consolidation. 

Thirteen months ended December 31, 2018 

A total of 87,500 common shares with a fair value of $8,750 were issued to the former President of the 
Company for services provided and a total of 229,166 common shares with a fair value of $25,208 were 
issued to the current President of the Company for services provided (Note 17). The fair value of the 
shares issued for services is based on the quoted market prices on the date that the person is entitled to 
the shares. 

Twelve months ended November 30, 2017 

On March 23, 2017, the Company closed a private placement of 25,000,000 units at $0.20 per unit for 
gross proceeds of $5,000,000. Each unit consists of one common share and one full share purchase 
warrant entitling the holder to purchase an additional common share exercisable for five years at a price 
of $0.40. The Company paid $153,623 cash and issued a total of 553,525 share purchase warrants as 
finders’ fees in connection with the financing. The finders’ fee warrants have the same terms as the unit 
share purchase warrants. The fair value of the 553,525 finders’ fee warrants was $68,541 and was 
recorded as share issuance costs and an offset to other equity reserve. The fair value of each finders’ fee 
warrant has been estimated as of the date of the issuance using the Black-Scholes option pricing model 
with the following assumptions: risk-free interest rate of 1.16%, dividend yield of 0%, volatility of 77% and 
expected life of five years. Other share issuance costs associated with this financing totalled $58,683. 
The gross proceeds of the private placement were recorded entirely to share capital. 
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15. SHARE CAPITAL AND RESERVES – cont’d 

(a) Common Shares – cont’d 

A total of 105,000 common shares with a fair value of $16,800 were issued to the former President of the 
Company for services provided and a total of 229,166 common shares with a fair value of $38,959 were 
issued to the current President of the Company for services provided (Note 17). The fair value of the 
shares issued for services is based on the quoted market price of share on the date that the person is 
entitled to the shares. 

(b) Share Purchase Warrants 

The following is a summary of changes in warrants from December 1, 2016 to December 31, 2018: 

 Number of 
warrants  

 Weighted 
average 

exercise price  

Balance, November 30, 2016 11,784,862  $0.72  

Issued 25,553,525  $0.40  

Expired  (7,116,862) $0.84  

Balance, November 30, 2017 30,221,525  $0.43  

Issued 28,552,912  $0.08  

Balance, December 31, 2018 58,774,437  $0.26  

As at December 31, 2018, the following warrants were outstanding: 

Expiry date 
 Number of 

warrants  
 Exercise 

price  

November 11, 2020
(1)

4,668,000  $0.80  

August 23, 2021
(2)

25,427,912 $0.08  

August 30, 2021
(3)

3,125,000 $0.08  

March 22, 2022 25,553,525 $0.40 

58,774,437  

(1)  
The exercise price for these warrants was $0.60 until November 11, 2018 and then $0.80 until November 11, 2020. 

(2)  
The expiry date for these warrants may be accelerated to (i) August 23, 2019 if the convertible debentures issued on 
August 23, 2018 (Note 13) are fully repaid or converted to common shares of the Company within the first year of 
issuance, or (ii) immediately upon these debentures being repaid or converted in full during the second or third years. 

(3)  
The expiry date for these warrants may be accelerated to: (i) August 30, 2019 if the convertible debentures issued on 
August 30, 2018 (Note 13) are fully repaid or converted to common shares of the Company within the first year of 
issuance, or (ii) immediately upon these debentures being repaid or converted in full during the second or third years. 
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16. SHARE-BASED PAYMENTS 

Option Plan Details 

The Company has a stock option plan that has been ratified and approved by the shareholders of the 
Company in April 2018 (the “Plan”). The Plan allows the Board of Directors to grant incentive stock 
options to the Company’s officers, directors, employees and consultants. The exercise price of stock 
options granted is determined by the Board of Directors at the time of the grant in accordance with the 
terms of the Plan and the policies of the TSX-V. Options vest on the date of granting unless stated 
otherwise. Options granted to investor relations consultants vest in accordance with TSX-V regulation. 
The options are for a maximum term of ten years. 

The following is a summary of changes in options for the thirteen months ended December 31, 2018: 

During the year 

Grant date Expiry date 
Exercise 

price 
Opening 
balance Granted Exercised

Expired / 
forfeited 

Closing 
balance 

Vested and 
exercisable 

Jan 15, 2009 Jan 14, 2019 $0.76  180,000   - -  -  180,000  180,000  

Jun 29, 2011 Jun 28, 2021 $1.20  18,750  -  -  -  18,750  18,750  

Jun 20, 2012 Jun 19, 2022 $0.84  326,250  -  -  -  326,250  326,250  

Jul 11, 2012 Jul 10, 2022 $0.84  37,500  -  -  -  37,500  37,500  

Dec 18, 2013 Dec 17, 2023 $0.88  565,000  -  -  -  565,000  565,000  

Jan 15, 2014 Jan 14, 2024 $0.88 11,250  -  -  -  11,250  11,250  

Jun 5, 2014 Jun 4, 2024 $1.04 3,750 - - - 3,750 3,750 

1,142,500   - -  -  1,142,500  1,142,500  

Weighted average exercise price  $0.85   -   -   -  $0.85 $0.85 

The following is a summary of changes in options for the twelve months ended November 30, 2017: 

During the year 

Grant date Expiry date 
Exercise 

price 
Opening 
balance Granted Exercised

Expired / 
forfeited 

Closing 
balance 

Vested and 
exercisable 

Jan 15, 2009 Jan 14, 2019 $0.76  180,000   - -  -  180,000  180,000  

Jun 29, 2011 Jun 28, 2021 $102  18,750  -  -  -  18,750  18,750  

Jun 20, 2012 Jun 19, 2022 $0.84  326,250  -  -  -  326,250  326,250  

Jul 11, 2012 Jul 10, 2022 $0.84  37,500  -  -  -  37,500  37,500  

Dec 18, 2013 Dec 17, 2023 $0.88  565,000  -  -  -  565,000  565,000  

Jan 15, 2014 Jan 14, 2024 $0.88  11,250  -  -  -  11,250  11,250  

Jun 5, 2014 Jun 4, 2024 $1.04 3,750 - - - 3,750 3,750 

1,142,500   - -  -  1,142,500  1,142,500  

Weighted average exercise price  $0.85   -   -   -  $0.85   $0.85  
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16. SHARE-BASED PAYMENTS – cont’d 

Fair Value of Options Issued 

There were no options granted during the thirteen months ended December 31, 2018 and twelve months 
ended November 30, 2017. 

The weighted average remaining contractual life of the options outstanding at December 31, 2018 is 3.68 
years (November 30, 2017: 4.76 years). 

Expenses Arising from Share-based Payment Transactions  

There was $7,639 in geological and other consulting expense recognized during the thirteen months 
ended December 31, 2018 (twelve months ended November 30, 2017: $82,078) arising from share-
based payment transactions (Note 17). 

17. RELATED PARTY TRANSACTIONS 

The Company’s related parties with transactions during the thirteen months ended December 31, 2018 
and twelve months ended November 30, 2017 consist of directors, officers and the following companies 
with common directors: 

Related party  Nature of transactions  

Gold Group Management Inc. (“Gold Group”)  Shared office, administrative, and personnel costs  

Mill Street Services Ltd. (“Mill Street”)  Management services 

Related party transactions for the thirteen months ended December 31, 2018 and twelve months ended 
November 30, 2017, in addition to related party transactions disclosed elsewhere in the consolidated 
financial statements, comprise the following: 
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17. RELATED PARTY TRANSACTIONS – cont’d 

a) The Company reimbursed Gold Group, a company controlled by the Chief Executive Officer of the 
Company, for shared administration costs consisting of the following:   

Thirteen Months 
Ended 

December 31, 
2018 

Twelve Months 
Ended 

November 30, 
2017 

Office and miscellaneous  $          22,516   $          25,597  

Regulatory and stock exchange fees 7,335  14,811  

Rent and utilities 21,594  26,532  

Salaries and benefits 74,094  72,913  

Shareholder communication 1,768  1,042  

Travel and accommodation 16,657  19,578  

Exploration expenditures 8,100  -  

 $        152,064  $        160,473 

Gold Group is reimbursed by the Company for these shared costs and other business-related 
expenses paid by Gold Group on behalf of the Company. Salary and benefits include those for the 
Chief Financial Officer and Corporate Secretary. 

b) During the thirteen months ended December 31, 2018, the Company had gypsum sales of $49,368 
(twelve months ended November 30, 2017: $115,584) to and reimbursed $465 (twelve months ended 
November 30, 2017: $38,636) for expenditures by Puerto de Bayovar, a company controlled by the 
NCI.

c) During the thirteen months ended December 31, 2018, the Company incurred port service costs of 
$Nil (twelve months ended November 30, 2017: $104,409) from Puerto de Bayovar.

Other receivables as of December 31, 2018 include $54,112 (November 30, 2017: $77,077) owing from 
Puerto de Bayovar for gypsum sales as of December 31, 2018. 

Prepaid expenses and deposits as of December 31, 2018 include $3,181 (November 30, 2017: $100) 
paid to Gold Group. 

Long term deposits as of December 31, 2018 consists of $61,000 (November 30, 2017: $61,000) paid to 
Gold Group and are related to the shared administrative services agreement with Gold Group. Upon 
termination of the agreement, the deposits, less any outstanding amounts owing to Gold Group, are to be 
refunded to the Company. 

Accounts payables and accrued liabilities as of December 31, 2018 includes $144,927 (November 30, 
2017: $17,481) owing to Gold Group, $700 owing to Mill Street, a company controlled by the Chief 
Executive Officer, $Nil (November 30, 2017: $27,569) owing to the current President for management 
fees, and $Nil (November 30, 2017: $8,750) owing to the former President for management and 
geological fees. The amount owing to Gold Group is partially secured by a deposit and is interest bearing 
if not paid within a certain period. 
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17. RELATED PARTY TRANSACTIONS – cont’d 

Key management compensation 

Key management personnel are persons responsible for planning, directing and controlling the activities 
of an entity, and include certain directors and officers. Key management compensation comprises: 

Thirteen Months 
Ended 

December 31, 
2018 

Twelve Months 
Ended 

November 30, 
2017 

Management fees  $           45,500   $           45,000  

Geological and other consulting fees 
(1) (2)

            137,639              234,078  

Salaries and benefits              25,071               22,459  

 $         208,210   $         301,537  

(1)  During the thirteen months ended December 31, 2018, 87,500 common shares with a fair value of 
$8,750 were issued to the former President of the Company for services provided and a total of 
229,167 common shares with a fair value of $25,208 were issued to the current President of the 
Company for services provided, of which $7,639 was charged to operations for the thirteen 
months ended December 31, 2018 and $26,319 was charged to operations in the prior fiscal 
year.

(2)  During the twelve months ended November 30, 2017, 105,000 common shares with a fair value of 
$16,800 were issued to the former President of the Company for services provided and a total of 
229,166 common shares with a fair value of $38,959 were issued to the current President of the 
Company for services provided.

Key management personnel were not paid post-employment benefits, termination benefits or other long-
term benefits during the thirteen months ended December 31, 2018 and twelve months ended November 
30, 2017. 
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18. INCOME TAXES  

Taxation in the Company and its subsidiaries’ operational jurisdictions is calculated at the rates prevailing 
in the respective jurisdictions. 

The difference between tax expense for the year and the expected income taxes based on the statutory 
tax rate arises as follows: 

Thirteen Months 
Ended 

December 31, 
2018 

Twelve Months 
Ended 

November 30, 
2017 

Loss before income tax $       (3,005,674) $     (1,933,775) 

Tax charge/(recovery) based on the statutory 
  rate of 27.00% (2017: 26.00%) (812,000) (503,000) 

Differential in tax rates in other jurisdictions (43,000) (32,000) 

Non-deductible expenses 14,000 (126,000) 

Effect of change in tax rates (136,000) (116,000) 

Share issue costs and other 152,000 (98,000) 

Impact of foreign exchange  - 44,000 

Under provided in prior years  (891,000) - 

Changes in unrecognized deferred tax assets   1,393,000 862,000 

Total income tax expense (recovery)   $          (323,000) $             31,000

The British Columbia provincial tax rate and the Canadian Federal corporate tax rate is 12% and 15% 
respectively. 

The tax rate of 0.0% represents the federal statutory rate applicable for the 2018 taxation year for the 
Cayman Islands, 30.0% for Mexico, 29.5% for Peru and 25.0% for Panama. 

No deferred tax asset has been recognized in respect of the following losses and temporary differences 
as it is not considered probable that sufficient future taxable profit will allow the deferred tax asset to be 
recovered: 

December 31, 
2018 

November 30, 
2017 

Loss carry forwards $        4,443,000 $        2,864,000 

Capital losses 977,000 864,000 

Un-deducted financing costs 41,000 189,000 

Property and equipment and other 11,000 82,000 

Exploration and evaluation assets 2,860,000 2,931,000 

Unrecognized deferred tax assets (8,332,000) (6,930,000) 

Deferred tax assets  $                       - $                      - 
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18. INCOME TAXES – cont’d 

Deferred tax liability consists of: 

December 31, 
2018 

November 30, 
2017 

Mineral interest and E&E assets in JPQ $      (2,971,170) $     (3,294,000) 

Total  $      (2,971,170) $     (3,294,000) 

As at December 31, 2018, the Company has estimated non-capital losses of $10,402,000 (November 30, 
2017: $6,842,000) for Canadian income tax purposes that may be carried forward to reduce taxable 
income expiring in various amounts starting from 2027 to 2037.  

19. SEGMENTED INFORMATION 

Operating segments are defined as components of an enterprise about which separate financial 
information is available that is evaluated regularly by the chief operating decision maker, or decision-
making group, in deciding how to allocate resources and in assessing performance. All of the Company’s 
operations are within the mining sector relating to precious metals exploration. Due to the geographic and 
political diversity, the Company’s exploration operations are decentralized whereby exploration managers 
are responsible for business results and regional corporate offices provide support to the exploration 
programs in addressing local and regional issues. The Company’s operations are therefore segmented 
on a district basis. The Company’s assets are located in Canada and Peru. 

Details of financial performance by geographical segments are as follows: 

Thirteen months ended December 31, 2018 Canada Peru Total 

Gypsum revenue   $                   -   $     173,322    $     173,322 

Gypsum production costs - 393,196 393,196 

Phosphate exploration expenditures - 727,278 727,278 

Amortization 3,319  6,618  9,937  

Interest and other income 1,780                        -  1,780  

Net loss  (2,012,123)  (993,551)  (3,005,674) 

Capital expenditures* - 3,344 3,344 

Twelve months ended November 30, 2017 Canada Peru Total 

Gypsum revenue   $             -   $     672,432    $     672,432 

Gypsum production costs - 1,103,948 1,103,948 

Phosphate exploration expenditures - 925,057 925,057 

Amortization 3,176  5,156  8,332  

Interest and other income 4,644                        -  4,644  

Net loss  (676,047)  (1,288,728)  (1,964,775) 

Capital expenditures* - 14,677 14,677 

*Capital expenditures consists of additions of property and equipment  
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19. SEGMENTED INFORMATION – cont’d 

Details of identifiable assets and liabilities by geographical segments are as follows: 

As at December 31, 2018 Canada Peru Total  

Total current assets  $       135,722   $       876,893   $     1,012,615  

Total non-current assets 64,269  9,999,079  10,063,348  

Total assets  $       199,991   $  10,875,972   $   11,075,963  

Total current liabilities  $       293,372  $       206,788   $        500,160 

Total non-current liabilities 4,611,675 3,050,279 7,661,954 

Total liabilities  $    4,905,047   $    3,257,067   $     8,162,114  

As at November 30, 2017 Canada Peru Total  

Total current assets  $       943,863   $       678,276   $     1,622,139  

Total non-current assets 67,590  10,298,763  10,366,353  

Total assets  $    1,011,453   $  10,977,039   $   11,988,492  

Total current liabilities  $       205,512  $       196,490   $        402,002 

Total non-current liabilities 3,696,150 3,463,481 7,159,631 

Total liabilities  $    3,901,662   $    3,659,971   $     7,561,633  

20. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

During the thirteen months ended December 31, 2018, cash paid for Loan interest totaled $338,597 
(twelve months ended November 30, 2017: $495,184). 

During the thirteen months ended December 31, 2018 and twelve months ended November 30, 2017, no 
cash was paid for income taxes.  

Non-cash transactions 

Investing and financing activities that do not have a direct impact on current cash flows are excluded from 
the statements of cash flows. 

During the thirteen months ended December 31, 2018, the Company completed the following non-cash 
transaction: 

a) Issued a total of 316,667 common shares with a value of $33,958 for geological and management 
fees (Note 17).  

During the twelve months ended November 30, 2017, the Company completed the following non-cash 
transactions: 

a) Issued 553,525 share purchase warrants with a value of $68,541 for private placement finders’ fees. 

b) Issued a total of 334,166 common shares with a value of $55,759 for geological and management 
fees (Note 17). 

c)  Restructured Sprott Term Loan into Convertible debentures as discussed in Notes 12 & 13. Loss on 
extinguishment related to this restructuring is disclosed in the cash flow statement.  
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21. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

The Company is exposed to the following financial risks: 

� Market Risk; 
� Credit Risk; and 
� Liquidity Risk 

In common with all other businesses, the Company is exposed to risks that arise from its use of financial 
instruments. This note describes the Company’s objectives, policies and processes for managing those 
risks and the methods used to measure them. Further quantitative information in respect of these risks is 
presented throughout these financial statements. 

General Objectives, Policies and Processes

The Board of Directors has overall responsibility for the determination of the Company’s risk management 
objectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority 
for designing and operating processes that ensure the effective implementation of the objectives and 
policies to the Company’s finance function. The Board of Directors reviews the effectiveness of the 
processes put in place and the appropriateness of the objectives and policies it sets. 

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without 
unduly affecting the Company’s competitiveness and flexibility. Further details regarding these policies 
are set out below. 

a) Market Risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates 
will affect the Company’s income or the value of its holdings of financial instruments. The objective of 
market risk management is to manage and control market risk exposures within acceptable parameters, 
while optimizing the return. As at December 31, 2018, the Company is exposed to foreign currency risk 
and interest rate risk. 

Foreign Currency Risk 

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates. The Company is exposed to fluctuations in 
foreign currencies through its operations in Canada and Peru. The Company monitors this exposure, but 
has no hedge positions. 

As at December 31, 2018 and November 30, 2017, the Company was exposed to currency risk through 
the following financial assets and liabilities denominated in currencies other than the Canadian dollar: 

December 31, 2018 November 30, 2017 
Peruvian 

Soles   US Dollars   
Peruvian

Soles   US Dollars  
 (CDN 

equivalent)  
 (CDN 

equivalent)   
 (CDN 

equivalent)  
 (CDN 

equivalent)  

Cash  $          2,305   $           3,418    $          1,192   $        280,082  

Taxes receivable 212,663 -  94,184 - 

Other receivables 56,756  -   30,240  77,628  

Liabilities  (206,787)  (13,948)   (196,488)  (3,900,495) 

 $        64,937  $       (10,530)   $      (70,872)  $   (3,542,785) 
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21. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT – cont’d 

Foreign Currency Risk – cont’d 

Based on the above net exposures at December 31, 2018, a 10% depreciation or appreciation of the 
above currencies against the Canadian dollar would result in an increase or decrease of approximately 
$5,400 (November 30, 2017: $361,400) in the Company’s after tax net loss, respectively. 

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 is exposed to interest rate risk on its 
convertible debenture debt and cash. As the Company’s cash is currently held in an interest-bearing bank 
account and the Company’s convertible debenture debt is subject to fixed interest rates, management 
considers the interest rate risk to be limited. 

b) Credit Risk  

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to 
meet its contractual obligations. The Company’s credit risk is primarily attributable to its cash and other 
receivables. The Company limits exposure to credit risk by maintaining its cash with large financial 
institutions. The Company does not have cash that is invested in asset based commercial paper. For 
other receivables, the Company estimates, on a continuing basis, the probable losses and provides a 
provision for losses based on the estimated realizable value. 

c) Liquidity Risk  

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 
The Company’s approach to managing liquidity risk is to provide reasonable assurance that it will have 
sufficient funds to meet liabilities when due. The Company manages its liquidity risk by forecasting cash 
flows required by operations and anticipated investing and financing activities. At December 31, 2018, the 
Company had working capital of $512,455 (November 30, 2017: working capital of $1,220,137). All of the 
Company’s short-term financial liabilities as of December 31, 2018 have contractual maturities of less 
than 45 days and are subject to normal trade terms.  

The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at December 31, 2018: 

1 year 3 years Total 

Accounts payable and accrued liabilities  $ 500,160 $ - $ 500,160 

Convertible debenture (Note 13) - 4,568,426 4,568,426 

$ 500,160 $ 4,568,426 $ 5,068,586 

The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at November 30, 2017: 

1 year 3 years Total 

Accounts payable and accrued liabilities  $ 402,002 $ - $ 402,002 

Term debt (Note 12) - 3,866,400 3,866,400 

$ 402,002 $ 3,866,400 $ 4,268,402 



CROPS INC. (formerly Focus Ventures Ltd.)
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the thirteen months ended December 31, 2018 and twelve months ended November 30, 2017 

(Expressed in Canadian Dollars) 

42 

21. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT – cont’d

Determination of Fair value

Fair values have been determined for measurement and/or disclosure purposes based on the following 
methods. When applicable, further information about the assumptions made in determining fair values is 
disclosed in the notes specific to that asset or liability. 

The consolidated statement of financial position carrying amounts for cash, receivables, and accounts 
payables and accrued liabilities approximates fair value due to their short term nature. The derivative 
liability is measured at fair value and categorized in level 3. The fair value of the derivative liability is 
based on the Black-Scholes option pricing model. Due to the use of subjective judgments and 
uncertainties in the determination of fair values these values should not be interpreted as being realizable 
in an immediate settlement of the financial instruments. 

Fair Value Hierarchy

Financial instruments that are measured subsequent to initial recognition at fair value are grouped in 
Levels 1 to 3 based on the degree to which the fair value is observable: 

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

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

Level 3 – Inputs that are not based on observable market data. 

There were no transfers between Levels in the period. 

22. CAPITAL MANAGEMENT 

The Company monitors its cash, debt and convertible debenture debt, common shares, warrants and 
stock options as capital. The Company’s objectives when managing capital are to safeguard the 
Company’s ability to continue as a going concern in order to explore new mineral property opportunities. 
In order to facilitate the management of its capital requirements, the Company prepares periodic budgets 
that are updated as necessary. The Company manages its capital structure and makes adjustments to it 
in order to effectively support the acquisition and exploration of mineral properties. The phosphate 
property in which the Company currently has an interest is in the exploration stage, and as such, the 
Company is dependent on external financing to fund any future activities. In order to pay for general 
administrative costs, the Company will use its existing working capital and raise additional amounts as 
needed. The Company will continue to assess new properties and seek to acquire an interest in 
additional properties if it feels there is sufficient geologic or economic potential and if it has adequate 
financial resources to do so. 

Management reviews its capital management approach on an on-going basis and believes that this 
approach, given the relative size of the Company, is reasonable. There were no changes in the 
Company's approach to capital management during the thirteen months ended December 31, 2018. The 
Company’s investment policy is to hold cash in interest bearing bank accounts and/or highly liquid short-
term interest-bearing investments with maturities of one year or less and which can be liquidated at any 
time without penalties. The Company does not expect its current capital resources to be sufficient to 
cover its corporate operating costs, gypsum extraction costs and annual fees to keep the Bayovar 12 
Project in good standing, and any property development programs through the next twelve months. As 
such, the Company will need to raise additional capital. Actual funding requirements may vary from those 
planned due to a number of factors, including the progress of property development activity. The 
Company believes it will be able to raise additional equity capital as required, but recognizes the 
uncertainty attached thereto. 
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23. CONTINGENT LIABILITY 

In 2014, JPQ entered into an agreement with Fosfatos Del Pacifico, S.A. (“Fospac”) to grant Fospac the 
right of easement on a strip of land located on the Bayovar 12 Project. The easement is valid from June 
10, 2014 until May 7, 2039. 

As consideration, Fospac paid 1,800,000 Soles in 2014. Pursuant to the agreement, if JPQ returns or 
loses the concession or surface rights to the Bayovar 12 Project within the first five years of the 
agreement, JPQ must refund Fospac 80% of the consideration and during the sixth to tenth years, refund 
50% of the consideration. There is no refund obligation after the tenth year. 

24. CHANGE IN PRESENTATION 

The Company has reclassified the due to related parties balance of $17,481 as at November 30, 2017 as 
accounts payable and accrued liabilities to conform with the current year presentation on the consolidated 
statement of financial position. 

25. EVENTS AFTER THE REPORTING DATE 

Subsequent to December 31, 2018, the following events, which has not been disclosed elsewhere in 
these consolidated financial statements has occurred: 

a) The Company closed a non-brokered private placement of 11,180,000 units at $0.05 per unit for 
proceeds of $559,000, of which the Company received $459,000 of these proceeds prior to 
December 31, 2018. Each unit consists of one common share of the Company and one share 
purchase warrant, each warrant entitling the holder to purchase one additional common share of the 
Company at $0.05 for one year from closing. 

b) A total of 180,000 stock options exercisable at $0.76 per share expired unexercised. 
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CROPS Inc.

Pick Lake 
Mining 

Limited
Pro-forma 

adjustments
Note 

2
Pro-forma 

balance

ASSETS

Current assets

Cash and cash equivalents   $      66,496  $                -  $  (712,640) c 

 (299,447) d 

 (2,500) e 

 (750) f 

3,190,000 h  $  2,241,159 

Taxes receivable 60,082 - - 60,082 

Other receivables - 10 - 10 

Prepaid expenses and deposits 26,237 - - 26,237 

152,815 10 2,174,663 2,327,488 

Non-current assets

Long term deposits 61,000 - - 61,000 

Property and equipment 10,552 - - 10,552 

Deferred acquisition costs 125,553 - (125,553) d - 

Mineral property interests - - 13,629,630 c 

720,000 d 14,349,630 

197,105 - 14,224,077 14,421,182 

TOTAL ASSETS $   349,920 $            10 $16,398,740 $16,748,670
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CROPS Inc.

Pick Lake 
Mining 

Limited
Pro-forma 

adjustments
Note 

2
Pro-forma 

balance

LIABILITIES AND SHAREHOLDERS' 
EQUITY

Current liabilities

Accounts payable and accrued liabilities  $ 1,209,388  $                -  $  (228,244) i  $     981,144 

Convertible debentures - interest payable 569,808 -  (569,808) f - 

Convertible debentures - liability component 4,322,731 - (4,322,731) f - 

Convertible debentures - derivative liability 290,814 - (290,814) f - 

6,392,741 -  (5,411,597) 981,144 

Non-current liabilities

Long-term payable - - 228,244 i 228,244 

Asset retirement obligation 56,461 - - 56,461 

56,461 -  228,244 284,705 

Total liabilities 6,449,202 -  (5,183,353) 1,265,849 

Shareholders' equity

Share capital 38,704,356 10 12,892,000 c 

320,000 d 

5,819,511 f 

(750) f 

3,190,000 h 

 (10) c 60,925,117 

Obligation to issue shares 249,288 -  (249,288) f - 

Other equity reserve 3,265,301 - - 3,265,301 

Accumulated other comprehensive income 152,953 - - 152,953 

Deficit (48,489,863) -  (2,500) e 

 (386,870) f (48,879,233) 
Equity attributed to shareholders of the 
Company (6,117,965) 10 21,582,093 15,464,138 

Non-controlling interest 18,683 - - 18,683 

Total shareholders' equity  (6,099,282) 10 21,582,093 15,482,821 
TOTAL LIABILITIES AND 
SHAREHOLDERS' EQUITY $    349,920 $            10 $16,398,740 $16,748,670

See Accompanying Notes 
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CROPS Inc.

Pick Lake 
Mining 

Limited
Pro-forma 

adjustments
Note 

2
Pro-forma 

balance

Gypsum revenue  $                   -  $                   -  $                   - $                    - 

Gypsum production costs    (138,810) - -    (138,810) 

   (138,810) - -    (138,810) 

Phosphate property expenditures  (35,512) - -  (35,512) 

General and administrative expenses 

Accounting and legal 2,805 - - 2,805 

Amortization 3,475 - - 3,475 

Consulting fees 10,500 - - 10,500 

Finance expense 464,421 -  (464,421) g - 

Interest and bank charges 2,416 - - 2,416 

Management fees 29,500 - - 29,500 

Office and miscellaneous 15,336 - - 15,336 

Regulatory and stock exchange fees 9,385 - 2,500 e 11,885 

Rent and utilities 12,413 - - 12,413 

Salaries and benefits 27,119 - - 27,119 

Shareholder communication 2,724 - - 2,724 

Travel and accommodation 3,964 - - 3,964 

 (584,058) - 461,921  (122,137) 

Loss from operations  (758,380) - 461,921  (296,459) 

Fair value adjustment on derivative liability  (238,493) - 238,493 g - 

Foreign exchange gain 8,703 - - 8,703 

Net loss $     (988,170) $                   - $        700,414 $      (287,756)

Other comprehensive income (loss)
Currency translation adjustment of foreign 
   operation (2,806)                   -                  -             (2,806) 

Total comprehensive loss $  (990,976) $                   - $       700,414 $      (290,562)

Net loss attributable to:

Equity shareholders of the Company  $     (946,656)  $                   -  $        700,414  $      (246,242)

Non-controlling interest  (41,514) - -  (41,514)

$     (988,170) $                   - $        700,414 $      (287,756)

Comprehensive loss attributable to:

Equity shareholders of the Company  $     (948,620)  $                   -  $        700,414  $      (248,206) 

Non-controlling interest  (42,356) - -  (42,356) 

$     (990,976) $                   - $    700,414 $      (290,562)

See Accompanying Notes
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CROPS Inc.
(for the year 

ended 
December 31, 

2019)

Pick Lake 
Mining 

Limited
(for the period 

from August 
22, 2019 to 

December 31, 
2019)

Pro-forma 
adjustments

Note 
2

Pro-forma 
balance

Gypsum revenue  $        536,968  $                   -  $                   -  $        536,968 

Gypsum production costs  (855,207) - -  (855,207) 

 (318,239) - -  (318,239) 

Phosphate property expenditures  (420,750) - -  (420,750) 

General and administrative expenses 

Accounting and legal 60,398 - - 60,398 

Amortization 7,186 - - 7,186 

Finance expense 589,925 -  (589,925)  g  - 

Interest and bank charges 2,535 - - 2,535 

Management fees 42,000 - - 42,000 

Office and miscellaneous 42,488 - - 42,488 

Regulatory and stock exchange fees 10,627 - 2,500  e 13,127 

Rent and utilities 17,063 - - 17,063 

Salaries and benefits 52,889 - - 52,889 

Shareholder communication 40,655 - - 40,655 

Travel and accommodation 2,203 - - 2,203 

 (867,969) - 587,425  (280,544) 

Loss from operations  (1,606,958) - 587,425  (1,019,533) 

Interest and other income 26 - - 26 

Loss on settlement of debt - - (620,495)  f  (620,495) 
Gain on change in estimate of long-term 
   debt 163,725 - (163,725)  g  - 

Write-off of inventory  (232,196) - -  (232,196) 

Fair value adjustment on derivative liability 469,902 -  (469,902)  g  - 

Foreign exchange loss  (30,001) - -  (30,001) 

Asset retirement obligation accretion  (1,200) - -  (1,200) 
Recovery of accounts payables and 
   accrued liabilities 10,000 - - 10,000 

Gain on sales tax reassessment 667,817 - - 667,817 
Write-off of exploration and evaluation 
   assets  (9,677,404) - -  (9,677,404) 

Loss before income taxes  (10,236,289) -  (666,697)  (10,902,986) 

Deferred income tax recovery  2,862,897 - - 2,862,897 

Net loss $  (7,373,392) $                   - $ (666,697) $   (8,040,089)
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CROPS Inc.
(for the year 

ended 
December 31, 

2019)

Pick Lake 
Mining 

Limited
(for the period 

from August 
22, 2019 to 

December 31, 
2019)

Pro-forma 
adjustments

Note 
2

Pro-forma 
balance

Net loss $  (7,373,392) $                   - $     (666,697) $   (8,040,089)

Other comprehensive income (loss)
Currency translation adjustment of foreign 
   operation      (211,764)                 - -      (211,764) 

Total comprehensive loss $  (7,585,156) $                   - $   (666,697) $   (8,251,853)

Net loss attributable to:

Equity shareholders of the Company $   (5,428,867)  $                   -  $     (666,697)  $   (6,095,564)

Non-controlling interest  (1,944,525) - -  (1,944,525)

$ (7,373,392) $                   - $   (666,697) $   (8,040,089)

Comprehensive loss attributable to:

Equity shareholders of the Company $ (5,577,102)  $                   -  $     (666,697) $   (6,243,799) 

Non-controlling interest  (2,008,054) - -  (2,008,054) 

$ (7,585,156) $      - $   (666,697) $ (8,251,853)

See Accompanying Notes
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1. Basis of Presentation

The accompanying unaudited pro-forma consolidated financial statements of CROPS Inc. (“CROPS”) 
have been prepared by management in accordance with International Financial Reporting Standards 
(“IFRS”) as issued by the International Accounting Standards Board ("IASB") from information derived 
from the financial statements of CROPS and the financial statements of Pick Lake Mining Limited. (“Pick 
Lake”), using the same accounting policies as described in CROPS’ December 31, 2019 annual financial 
statements, together with other information available to CROPS. The unaudited pro-forma consolidated 
financial statements have been prepared for inclusion in an Information Circular in conjunction with the 
acquisition of 100% of the issued and outstanding capital stock of Pick Lake (the “Acquisition”).  As 
consideration for 100% of the outstanding ordinary shares of Pick Lake, CROPS will issue 12,892,000 
post-consolidated common shares for each outstanding ordinary share of Pick Lake (total of 128,920,000 
CROPS common shares). The Acquisition is subject to acceptance by CROPS’ shareholders and certain 
securities regulatory approvals. In the opinion of CROPS’ management, the pro-forma consolidated 
financial statements include all adjustments necessary for fair presentation of the transactions as 
described in Note 2. 

The unaudited pro-forma consolidated financial statements of CROPS have been compiled from and 
include: 

a) CROPS’ audited consolidated financial statements as at December 31, 2019 and for the year then 
ended; 

b) CROPS’ unaudited condensed consolidated interim financial statements as at September 30, 2020 
and for the nine month period then ended; 

c) Pick Lake’s audited financial statements as at December 31, 2019 and for the period of August 22, 
2019 to December 31, 2019; 

d) Pick Lake’s unaudited financial statements as at September 30, 2020 and for the nine month period 
then ended; and 

e) The additional information set out in Note 2. 

The audited consolidated financial statements and unaudited condensed consolidated interim financial 
statements for CROPS are available on SEDAR. The unaudited pro-forma financial statements should be 
read in conjunction with the CROPS and Pick Lake historical financial statements. 

The pro-forma consolidated financial statements has been prepared for illustrative purposes only and may 
not be indicative of the combined entities’ financial position and results of operations that would have 
occurred if the Acquisition had been in effect at the date indicated as set out in Note 2. 

2. Pro-Forma Assumptions and Adjustments

The pro-forma consolidated financial statements were prepared based on the following assumptions: 

a) The unaudited pro-forma consolidated statement of financial position gives effect to the Acquisition 
and the pro-forma adjustments as if they had occurred on September 30, 2020.  The unaudited pro-
forma statements of loss and comprehensive loss gives effect to the Acquisition and the pro-forma 
adjustments as if they had occurred on January 1, 2019.   

b) As consideration for 100% of the outstanding ordinary shares of Pick Lake, CROPS will issue 
128,920,000 post-consolidated shares of its capital stock to Pick Lake’s shareholder and make cash 
payments of $25,000, $525,000, and $187,640 (AUD$200,000). CROPS’ resulting issued capital, 
including the private placement in Note 2(h), will be 193,069,852 post consolidated shares.  
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2. Pro-Forma Assumptions and Adjustments (continued) 

b) (continued) 

As a result of the share exchange described above, the former shareholder of Pick Lake will acquire 
a 66% interest in CROPS but management and board control will remain with CROPS. The Acquisition 
is considered to be outside the scope of IFRS 3 Business Combinations (“IFRS 3”) since Pick Lake’s 
operation does not meet the definition of a business for accounting purposes and is not considered to 
be an acquired business under the accounting guidance and as such, the Acquisition was accounted 
for as an asset acquisition. 

The Acquisition of Pick Lake is accounted for considering IFRS 2 Share Based Payment (“IFRS 2”) 
whereby CROPS is deemed to have issued shares in exchange for the net assets of Pick Lake.  As a 
result, the Acquisition is treated as a capital transaction, with the equity consideration being measured 
at fair value of the CROPS shares issued.  

c) Acquisition of Pick Lake 

Fair Value of Consideration Allocated: 

Deemed share value  $   12,892,000 

Cash 737,640 

Total consideration  $   13,629,640 

Identifiable fair value of net assets of Pick Lake acquired: 

Amounts receivable  $                   10 

Exploration and evaluation assets 13,629,630 

 $   13,629,640 

Pick Lake pro-forma statement of financial position as at September 30, 2020: 

Pick Lake

Pick Lake 
Pro-forma 

adjustments

Pick Lake 
Pro-forma 

balance

ASSETS 

Current assets

Receivables   $                 10  $                           -  $                   10 

                    10                             -                     10 

Non-current assets

Exploration and evaluation assets(1)                        -                1,368,439          1,368,439 

TOTAL ASSETS  $                 10  $            1,368,439  $       1,368,449 

EQUITY  

Share capital(1)    $                 10  $            7,699,384 $       7,699,394 

Deficit(1)                        -               (6,330,945)         (6,330,945) 

 $                 10  $            1,368,439  $       1,368,449 
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2. Pro-Forma Assumptions and Adjustments (continued) 

c) Acquisition of Pick Lake (continued) 

(1) Prior to the Acquisition closing, the parent company of Pick Lake, Ophiolite Holdings Pty Ltd will 
transfer exploration and evaluation asset acquisition costs totaling $1,368,439 and exploration 
expenditures totaling $6,330,945 to Pick Lake and record it as a contribution to Pick Lake’s share 
capital totaling $7,699,384. 

The fair value of the CROPS shares was estimated to be $12,892,000 based on an estimated fair 
value of $0.10 per share as at September 30, 2020. The actual consideration may differ from this 
amount since it will be based on CROPS’ share price prevailing on the date CROPS acquires Pick 
Lake.  

The pro-forma carrying value of $1,368,439 for Pick Lake’s exploration and evaluation assets is 
reduced to $nil with the elimination of transactions between Pick Lake and CROPS. Upon closing of 
the Acquisition, the estimated fair value of the Pick Lake exploration and evaluation assets is 
$13,629,640. 

d) CROPS is expected to incur approximately $720,000 in transaction costs relating to the Acquisition, 
of which $320,000 is an advisory fee to be paid by issuing 3,200,000 common shares of CROPS and 
$125,553 was incurred prior the transaction closing. The total transaction costs of $720,000 were 
added to exploration and evaluation asset costs.  

e) CROPS will complete a share consolidation of its common shares on the basis of ten CROPS common 
shares for every one post-consolidation common share prior to the closing of the Acquisition. Share 
capital amounts used in these unaudited pro forma consolidated financial statements reflect the 
consolidation. Costs associated with the share consolidation are estimated to be $2,500 and recorded 
as a regulatory fee expense. 

f) Prior to the Acquisition, CROPS will complete a debenture conversion whereby it settles its existing 
debentures debt by issuing an aggregate of 20,960,790 post-consolidation shares to the debenture 
holders. Share issuance costs associated with the conversion is estimated to be $750. 

As at September 30, 2020

Book value of convertible debenture interest liability  $        569,808 

Book value of convertible debenture liability component 4,322,731 

Obligation to issue shares 249,288 

Total book value of convertible debenture debt      5,141,827 

Issuance of shares to settle convertible debenture debt 5,819,511 

Loss on settlement of convertible debenture debt (677,684) 

Gain on reversal of convertible debenture derivative liability 290,814 

Net loss on settlement of convertible debenture debt $      (386,870) 

As at January 1, 2019

Book value of convertible debenture liability component  $     4,089,452 

Obligation to issue shares 161,754 

Total book value of convertible debenture debt  $     4,251,206 

Issuance of shares to settle convertible debenture debt 5,393,924 

Loss on settlement of convertible debenture debt (1,142,718) 

Gain on reversal of convertible debenture derivative liability 522,223 

Net loss on settlement of convertible debenture debt  $      (620,495) 
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2. Pro-Forma Assumptions and Adjustments (continued) 

g) For the year ended December 31, 2019, a finance expense of $589,925, a gain on change in estimate 
of long-term debt of $163,725, and a fair value gain on derivative liability of $469,902 and for the nine 
months ended September 30, 2020 a finance expense of $464,421 and a fair value loss on derivative 
liability of $238,493  were reversed as if the conversion of debentures to common shares of CROPS 
incurred on January 1, 2019. 

h) Prior to the Acquisition, CROPS is expected to complete a private placement financing of 33,000,000 
common shares at a price of $0.10 per unit for gross proceeds of $3,300,000.  Share issuance costs 
associated with the placement are estimated to be $110,000 of which $90,000 are finders’ fees and 
$20,000 regulatory fees. 

i) The payment terms for an accrued payable to a related party are to be extended and as such, the 
current liability amount is reclassified as a long-term liability. 

j) Upon completion of the Acquisition, each outstanding stock option and share purchase warrant of 
CROPS, except for those share purchase warrants relating to the issuance of convertible debentures 
that will expire upon settlement of the convertible debentures (Note 2(g)), will continue to be in effect 
with the same conditions but terms adjusted for the share consolidation (Note 2(f)). 

k) As the Acquisition is being recorded as an asset acquisition for accounting purposes, CROPS has 
applied the initial recognition exemption under IAS 12, Income Taxes, such that no temporary 
differences are recorded as part of the allocation of the purchase consideration. 

3. Common Stock and Other Equity Reserve

Capital stock as at September 30, 2020 in the unaudited pro-forma consolidated financial statements is 
comprised of the following: 

 Number of 
shares 

 Capital 
stock 

Authorized: 

Unlimited common shares without par value 

Issued: 
Capital stock and Other Equity Reserve of CROPS as at 
   September 30, 2020 6,989,062  $  38,704,356 

Adjustments to record the transactions: 

Shares issued for private placement (Note 2(h)) 33,000,000 3,300,000 

Shares issued to settle convertible debt (Note 2(f)) 20,960,790 5,819,511 

Shares issued by CROPS for the Acquisition (Notes 2(b)(c)) 128,920,000        12,892,000 

Shares issued for advisory fee (Note 2(d)) 3,200,000 320,000 

Share issuance costs (Notes 2(f)(h)) -  (110,750) 

193,069,852 $  60,925,117



 

D-1 

 

SCHEDULE “D” 

CROPS’ MD&AS 

 



 

 
 

(the “Company”) 
 
 

INTERIM MANAGEMENT’S DISCUSSION AND ANALYSIS – QUARTERLY HIGHLIGHTS 
 

For the nine months ended September 30, 2020 
 
 
 
 
General  
 
This Interim Management’s Discussion and Analysis (“Interim MD&A”) supplements, but does not form part of, the 
unaudited condensed consolidated interim financial statements of the Company for the nine months ended 
September 30, 2020. The following information, prepared as of November 24, 2020, should be read in conjunction 
with the Company’s unaudited condensed consolidated interim financial statements for nine months ended 
September 30, 2020 and the related notes contained therein. The Company reports its financial position, results of 
operations and cash flows in accordance with International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board (“IASB”). In addition, the following should be read in conjunction with the 
consolidated financial statements of the Company for the year ended December 31, 2019 and the related MD&A. 
All amounts are expressed in Canadian dollars unless otherwise indicated. The September 30, 2020 condensed 
consolidated interim financial statements have not been reviewed by the Company’s auditors.  

The Company’s public filings, including its most recent unaudited and audited consolidated financial statements can 
be reviewed on the SEDAR website www.sedar.com. 
 
Forward-looking Statements  
 
This Interim MD&A contains certain statements which constitute forward-looking information within the meaning 
of applicable Canadian securities legislation (“Forward-looking Statements”). All statements included herein, other 
than statements of historical fact, are Forward-looking Statements and are subject to a variety of known and 
unknown risks and uncertainties which could cause actual events or results to differ materially from those reflected 
in the Forward-looking Statements. The Forward-looking Statements in this Interim MD&A may include, without 
limitation, statements relating to the Company’s plans for exploration of its properties; the sufficiency of the 
Company’s cash position; and its ability to raise equity capital or access debt facilities.  Often, but not always, these 
Forward-looking Statements can be identified by the use of words such as “anticipates”, “believes”, “plans”, 
“estimates”, “expects”, “forecasts”, “scheduled”, “targets”, “possible”, “strategy”, “potential”, “intends”, 
“advance”, “goal”, “objective”, “projects”, “budget”, “calculates” or statements that events, “will”, “may”, “could” 
or “should” occur or be achieved and similar expressions, including negative variations. 
 
Forward-looking Statements involve known and unknown risks, uncertainties and other factors which may cause the 
actual results, performance, or achievements of the Company to be materially different from any results, 
performance or achievements expressed or implied by the Forward-looking Statements. Such uncertainties and 
factors include, among others:  
  

• the Company’s seeking new prospective mineral properties for acquisition; 

• risks associated with mineral exploration;  

• fluctuations in commodity prices, foreign exchange rates, and interest rates;  

• credit and liquidity risks; 

http://www.sedar.com/
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• changes in national and local government legislation, taxation, controls, regulations and political or economic 
developments in countries in which the Company does or may carry on business;  

• reliance on key personnel;  

• property title matters and local community relationships; 

• risks associated with potential legal claims generally or with respect to environmental matters;  

• dilution from further equity financing;  

• competition; 

• uncertainties relating to general economic conditions; and 

• risks relating to a global pandemic, including the coronavirus COVID-19, which unless contained could cause a 
slowdown in global economic growth and impact the Company’s business, operations, financial condition and 
share price; 

 
as well as those factors referred to in the “Risks and Uncertainties” section in this Interim MD&A.   
 
Forward-looking Statements contained in this Interim MD&A are based on the assumptions, beliefs, expectations 
and opinions of management, including but not limited to: 
 

• the Company will acquire an interest in a prospective mineral property; 

• all required third party contractual, regulatory and governmental approvals will be obtained for the exploration 
and development of the Company’s properties;  

• there being no significant disruptions affecting operations, whether relating to labor, supply, power, damage to 
equipment or other matters;  

• exploration activities proceeding on a basis consistent with the Company’s current expectations;  

• expected trends and specific assumptions regarding commodity prices and currency exchange rates; and 

• prices for and availability of fuel, electricity, equipment and other key supplies remaining consistent with current 
levels.  

 
These Forward-looking Statements are made as of the date hereof and the Company disclaims any obligation to 
update any Forward-looking Statements, whether as a result of new information, future events or results or 
otherwise, except as required by law. There can be no assurance that Forward-looking Statements will prove to be 
accurate, as actual results and future events could differ materially from those anticipated in such statements. 
Accordingly, investors should not place undue reliance on Forward-looking Statements. 
 
Business of the Company 
 
As announced on February 20, 2020, the Company is currently taking the necessary steps to dissolve Juan Paulo 
Quay, SAC, the Peru company which holds the Bayovar 12 concession, and to transfer the concession back to the 
Peru government.  
 
Due to restrictions on travel and for the safety of our employees because of the COVID-19 pandemic, the Company 
has curtailed certain operations during the current period. Most of the geological staff returned home and in our 
corporate offices, most staff are working from home. We will return to the field and office when it is safe and cost 
effective to do so. 
 
Superior Lake Project – Proposed Acquisition 
 
On September 9, 2020, the Company, Superior Lake Resources Limited (“Superior Lake”) and Superior Lake’s wholly-
owned subsidiary, Ophiolite Holdings Pty Ltd., entered into an agreement pursuant to which the Company will 
acquire (the “Acquisition”) all of the issued and outstanding common shares of Pick Lake (also a wholly-owned 
subsidiary of Superior Lake)  which will own the Superior Lake zinc project (the “Project”) located in Ontario, Canada. 
 
Project highlights: 

• The Project package contains high-grade zinc (“Zn”) deposits.  

• Total tenement package covers 175km2  and consists of two deposits – Winston Lake and Pick Lake deposits. 
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• The Project also contains several high potential exploration targets. 

• The Project is located in the Province of Ontario, Canada approximately 200km east of Thunder Bay.  
 
The following is a Mineral Resources Estimation of the Project, effective August 12, 2020, prepared for CROPS by 
Marat Abzalov, Ph.D., FAusIMM in accordance with National Instrument 43-101 (“NI 43-101”) and CIM Definition 
Standards:  
 
 Classification Tonnes (Mt.) Zn(%) Cu(%) Au(g/t)    Ag(g/t)   

Indicated 2.07 17.9 0.8 0.4 33.6 
Inferred 0.27 16.2 1.0 0.3 37.2 

 
Notes to Mineral Resource Estimation: 
1) A cut-off of 3% Zn is used. 
2) The Inferred Mineral Resource in this estimate has a lower level of confidence than that applied to an Indicated Mineral 

Resource.  
3) The Mineral Resources in this report were estimated using the Canadian Institute of Mining, Metallurgy and Petroleum 

(CIM), CIM Standards on Mineral Resources and Reserves, Definitions and Guidelines prepared by the CIM Standing 
Committee on Reserve Definitions and adopted by the CIM Council. 

 
In 2019, Superior Lake published a Bankable Feasibility Study (“BFS”) for the Project which incorporated Joint Ore 
Reserves Committee (“JORC”) Probable Ore Reserves and the result of feasibility work carried out by Superior Lake 
since it acquired the Project in 2018.  The BFS is based upon a JORC compliant mineral reserve and resource.  The 
Company will complete its own studies for the Project that will comply with the requirements of CIM and NI 43-101.   
 
Superior Lake’s rights to the Project consist of: 
 

• 100% interest in the claims comprising Pick Lake deposit, subject to a 2% NRS royalty, and subject to making 
a final purchase payment of $500,000 to the previous owner no later than December 12, 2020. 

• Option to acquire a 100% interest in the claims comprising the Winston Lake deposit, subject to a 2% NSR 
royalty.  To exercise the option, a letter of credit of $1.2 million issued by the current property owner in 
favour of the Ontario mining ministry must be replaced. 

• 100% owned claims hosting exploration targets.  
 

Proposed Transaction 
 
To complete the Acquisition, which is an arm’s length transaction, the Company intends to conduct the following 
(the “Transactions”): 
 

• consolidate its common shares on 10:1 basis. 

• settle in full the principal amount of its existing debentures, plus accrued interest, totaling $5,377,315 by 
issuing 20,960,790 post-consolidation common shares of the Company. 

• raise a minimum of $3.0 million via a private placement of subscription receipts (the “Financing”) at $0.10 
per receipt, which receipts will be converted at the closing of the Acquisition into a total of 30 million post-
consolidation common shares of the Company. 

• in consideration for the transfer to the Company of 100% of the issued shares of Pick Lake Mining Ltd., the 
wholly-owned subsidiary of Superior Lake which at closing will hold the rights to the Project: 

o issue 128,920,000 post-consolidation shares to Superior Lake; 
o pay A$200,000 and C$500,000 to Superior Lake, in addition to an initial non-refundable payment 

of C$25,000 which has been advanced to Superior Lake; 
o assume the rights and obligations of the underlying purchase and option agreements regarding 

the Pick Lake and Winston Lake deposits. 

• issue 3,200,000 post-consolidation shares as an advisory fee in connection with the Acquisition. 

• continue the Company’s jurisdiction from the Yukon to British Columbia. 

• change the Company’s name to “Metallum Resources Inc.”  
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The proceeds of the Financing are intended to be used to make the Acquisition cash payments to Superior Lake, to 
cover the costs of the Transactions, to fund an initial evaluation and exploration program at the Project, and for 
general working capital purposes.  
 
It is anticipated that upon completion of the foregoing Transactions, the Company will have 190,069,852 common 
shares issued and outstanding, of which Superior Lake will own approximately 68%. 
 
In October 2020, James Walchuck was appointed President of the Company in the place of Gordon Tainton who 
remains a director.  Upon completion of the Acquisition, Mr. Walchuck and David Laing will be appointed as directors 
of the Company, and Mr. Walchuck will also be appointed as CEO of the Company in the place of Simon Ridgway.  
Mr. Ridgway will continue as Chairman of the Board, and Mario Szotlender will step down as a director.   
 
Completion of the Acquisition is subject to a number of conditions, including approval by the shareholders of the 
Company and Superior Lake, completion of the Financing, preparation of a NI 43-101 compliant technical report on 
the Project, and approvals by the TSX Venture Exchange and the Australian Stock Exchange.  There can be no 
assurance that the Acquisition will be completed as proposed or at all. 
 

Technical Information 
 
James Walchuck, P.Eng., who is a Qualified Person as defined in NI 43-101, has reviewed and approved the scientific 
or technical information contained in this interim MD&A.  
 
Selected Quarterly Information 
 
The following table provides information for the eight fiscal quarters ended September 30, 2020: 
 

 

Third 
Quarter 

ended 
Sep. 30, 
2020 ($) 

Second 
Quarter 

ended 
June 30, 
2020 ($) 

First 
Quarter 

ended 
Mar. 31, 
2020 ($) 

Fourth 
Quarter 

ended 
Dec. 31, 
2019 ($) 

Third 
Quarter 

ended 
Sep. 30, 
2019 ($) 

Second 
Quarter 

ended 
June 30, 
2019 ($) 

First 
Quarter 

ended 
Mar. 31, 
2019 ($) 

Four- 
month 
period 
ended 

Dec. 31, 
2018 ($) 

Gypsum revenue - - - - 309,980 114,305 112,683 59,118 

Gypsum production 
expenses 28,900 74,810 35,100 75,535 347,292 282,169 150,211 131,823 

Phosphate exploration 
expenditures 8,162 7,516 19,834 78,417 45,027 142,982 154,324 209,630 

Loss attributed to equity 
shareholders of the 
Company 
    Total 
    Basic & diluted  
    loss per share 

(218,587) 
 

(0.00) 

(429,747) 
 

(0.01) 

(298,322) 
 

(0.00) 

(4,729,167) 
 

(0.07) 

(169,545) 
 

(0.00) 

(121,002) 
 

(0.00) 

(409,153) 
 

(0.01) 

(1,165,695) 
 

(0.02) 

 
Gypsum revenue and production expenses relate to the gypsum operation which consisted of extraction costs, costs 
that were needed to keep the Bayovar 12 project concession in good standing, and other operating costs. Gypsum 
production expenses could still be incurred during periods when there was no extraction activity. The loss 
attributable to equity shareholders of the Company during the quarter ended December 31, 2019 was higher than 
all quarters presented due to the write-down of the Bayovar 12 project carrying cost of $9,677,404. The loss 
attributable to equity shareholders of the Company during the four month period ended December 31, 2018 was 
higher than most quarters presented due to an impairment of goodwill charge of $430,988 and a loss on 
extinguishment of long-term debt of $438,937. 
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Results of Operations  
 
All references to ‘net loss’ in the results of operations discussion below refers to the loss and comprehensive loss 
attributed to equity shareholders of the Company. 
 
Quarter ended September 30, 2020 

For the three-month period ended September 30, 2020, the Company had a net loss of $218,587 compared to a net 
loss of $169,545 for the three-month period ended September 30, 2019, an increase of $49,042.  Contributing to a 
lower net loss for the comparative quarter was a fair value adjustment gain of $127,265 on derivative liabilities 
whereas the current quarter recorded a gain of $11,925, a difference of $115,340.  
 
The current quarter recorded less gypsum and phosphate property-related expenditures than the comparative 
quarter due to the Company being in the process of relinquishing the property. 
 
General and administrative expenses during the current quarter were $209,984 compared to $179,201 for the 
comparative quarter, an increase of $30,783. Significantly impacting both the current and comparative quarters 
were finance expenses of $158,150 and $135,492, respectively. The finance expense is related to accretion of 
convertible debenture interest. All other general and administrative expenses for the current quarter, except for 
consulting fee and travel costs, were either lower than or similar to those in the comparative quarter as a result of 
cost cutting efforts and reduced activity.  The consulting fees for the current quarter relate to James Walchuk who 
was appointed the Company’s President subsequent to the quarter end. 
 
Nine months ended September 30, 2020 

For the nine-month period ended September 30, 2020, the Company had a net loss of $946,656 compared to a net 
loss of $699,700 for the nine-month period ended September 30, 2019, an increase of $246,956. The net loss for the 
comparative period was significantly lower due to a fair value adjustment gain of $402,782 on derivative liabilities 
whereas the current period recorded a loss of $238,493, a difference of $641,275.  
 
The current period recorded phosphate property expenditures of $35,512 compared to $342,333 for the 
comparative period, a decrease of $306,821. There was no revenue from the gypsum operation to offset $138,810 
in operation expenses for the current period whereas the comparative period resulted in revenue of $536,968 and 
operation costs of $779,672. As with the quarterly comparison, the process to relinquish the Bayovar project during 
the current period has led to significantly less gypsum and phosphate-related costs. 
 
General and administrative expenses during the current period were $584,058 compared to $577,225 for the 
comparative period, a decrease of $6,833. Significantly impacting both the current and comparative periods, as with 
the quarterly comparison, were finance expenses of $464,421 and $397,825, respectively. Also similar to the 
quarterly comparison, all other general and administrative expenses were either similar or lower for the current 
period as a result of cost cutting efforts and reduced activity except for the addition of consulting fees relating to 
the new President of the Company.  
 
Financial Condition, Liquidity and Capital Resources 
 
The Company had cash resources of $66,496 and a working capital deficiency of $6,239,926 as of September 30, 
2020 compared to cash resources of $32,423 and a working capital deficiency of $968,596 at December 31, 2019. 
The working capital deficiency significantly increased during the current period due to all liabilities relating to 
outstanding convertible debenture debt now being due within one year and reclassified as current liabilities. 
 
In August 2018, the outstanding principal and accrued interest balance of $4,068,465 from a previous loan 
(US$3,114,019) was paid in full by issuing secured convertible debentures and 25,427,912 share purchase warrants 
to the lender. Also in August 2018, the Company raised $500,000 through the issuance of unsecured convertible 
debentures and 3,125,000 share purchase warrants to related parties.  
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In January 2019, the Company closed a non-brokered private placement of 11,180,000 units at $0.05 per unit for 
proceeds of $559,000. Each unit consisted of one common share of the Company and one share purchase warrant. 
The 11,180,000 share purchase warrants included in this placement expired unexercised during the current period. 
 
During the 2019 fiscal year, a related party advanced to the Company for general working capital purposes a total of 
$353,197, and an additional $121,000 during the current period. These advances are not interest-bearing and are 
due on demand. During the current period, the Company also received a loan of $60,000 from a shareholder of the 
Company for general working capital purposes. This loan bears an interest rate of 8% per annum and is due on 
demand. 

As of the end of the 2019 fiscal year, working capital no longer includes gypsum inventory at the Bayovar 12 Project 
as the remaining 118,679 tonnes of gypsum inventory were donated to the Fundacion Comunal San Martin de 
Sechura during the current period and the carrying value of $232,196 for the inventory was written off by the 
Company in the 2019 fiscal year. 
 
The Company does not expect its current capital resources to be sufficient to cover its corporate operating costs, 
closure costs relating to the Bayovar 12 project, and any new property acquisition or development programs through 
the next twelve months. As such, the Company will need to raise additional capital. Actual funding requirements 
may vary from those planned due to a number of factors, including the progress of property acquisition and 
exploration activity. The Company believes it will be able to raise additional equity capital as required, but recognizes 
the uncertainty attached thereto. 
 
Related Party Transactions 
 
See Note 15 of the condensed interim consolidated financial statements for the nine months ended September 30, 
2020 for details of related party transactions which occurred in the normal course of business. 

 
Other Data  
 
Additional information related to the Company is available for viewing at www.sedar.com.  
 
Share Position and Outstanding Warrants, Convertible Debentures, and Stock Options 
 
As at the date of this Interim MD&A, the Company’s outstanding share position is 69,890,620 common shares and 
the following share purchase warrants, convertible debentures, and incentive stock options are currently 
outstanding: 
 

WARRANTS 

No. of warrants Exercise price Expiry date 

25,427,912 $0.08 August 23, 2021(1) 

3,125,000 $0.08 August 30, 2021(2) 

25,553,525 $0.40 March 22, 2022 

54,106,437   

 
(1) The expiry date for these warrants may be accelerated to immediately upon the debentures issued on August 23, 2018 being 

repaid or converted in full. 

(2) The expiry date for these warrants may be accelerated to immediately upon the debentures issued on August 30, 2018 being 
repaid or converted in full. 

 

CONVERTIBLE DEBENTURES 

No. of debentures Conversion rate Expiry date 

40,684,660(1) $0.10 August 23, 2021 

5,000,000(2) $0.10 August 30, 2021 

45,684,660   
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(1) Effective August 23, 2019, the conversion rate of these debentures increased from $0.08 to $0.10, and the maximum number of 
shares issuable on conversion decreased from 50,855,824 to 40,684,660. 

(2) Effective August 30, 2019, the conversion rate of these debentures increased from $0.08 to $0.10, and the maximum number of 
shares issuable on conversion decreased from 6,250,000 to 5,000,000. 

 
STOCK OPTIONS 

No. of options Exercise price Expiry date 

   18,750 $1.20 June 28, 2021 

307,500 $0.84 June 19, 2022 

25,000 $0.84 July 10, 2022 

536,250 $0.88 December 17, 2023 

887,500   

 
Accounting Policies and Basis of Presentation 
 
The Company’s significant accounting policies and future changes in accounting policies are presented in the audited 
consolidated financial statements for the year ended December 31, 2019.   
 
Risks and Uncertainties 
 
Global Pandemic 

The Company faces risks related to health epidemics and other outbreaks of communicable diseases, which could 
significantly disrupt its operations and may materially and adversely affect its business and financial conditions. The 
Company’s business could be adversely impacted by the effects of the COVID-19 coronavirus which was declared a 
global pandemic by the World Health Organization in March 2020. COVID-19 infections have been reported globally.  
 
The extent to which COVID-19 may impact the Company’s business, including its operations and the market for its 
securities, will depend on future developments which cannot be predicted, and include the duration, severity and 
scope of the outbreak and the actions taken to contain or treat the outbreak. The continued spread of COVID-19 
globally could materially and adversely impact the Company’s business, financial condition and results of operations 
including without limitation, employee health, workforce productivity, increased insurance premiums, limitations 
on travel, the availability of industry experts and personnel, restrictions to any drill programs and/or the timing to 
process drill and other metallurgical testing, and other factors that will depend on future developments beyond the 
Company’s control.   
 
The international response to the spread of COVID-19 has led to significant restrictions on travel, temporary business 
closures, quarantines, global stock market volatility and a general reduction in consumer activity. Such public health 
crises can result in operating and supply chain delays and disruptions, global stock market and financial market 
volatility, declining trade and market sentiment, reduced movement of people and labour shortages, and travel and 
shipping disruption and shutdowns, including as a result of government regulation and prevention measures, or a 
fear of any of the foregoing, all of which could affect commodity prices, interest rates, credit ratings, credit risk and 
inflation.   
 
Mineral Property Exploration and Mining Risks 

The business of mineral deposit exploration and extraction involves a high degree of risk. Few properties that are 
explored ultimately become producing mines.  The main operating risks include: securing adequate funding to 
maintain and advance exploration properties; ensuring ownership of and access to mineral properties by 
confirmation that option agreements, claims or leases are in good standing; and obtaining permits for drilling and 
other exploration activities.   
 
Title to Mineral Property Risks 

The Company does not maintain insurance against title. Title on mineral properties and mining rights involves certain 
inherent risks due to the difficulties of determining the validity of certain claims as well as the potential for problems 
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arising from the frequently ambiguous conveyance history of many mining properties. The Company has diligently 
investigated and continues to diligently investigate and validate title to its mineral claims; however, this should not 
be construed as a guarantee of title. The Company cannot give any assurance that title to properties it acquired will 
not be challenged or impugned and cannot guarantee that the Company will have or acquire valid title to these 
mineral properties.   
 
Commodity Price Risk 

The Company is exposed to commodity price risk. Declines in the market price of gold, base metals and other 
minerals may adversely affect the Company’s ability to raise capital in order to fund its ongoing operations. 
Commodity price declines could also reduce the amount the Company would receive on the disposition of a mineral 
property to a third party. 
 
Financing and Share Price Fluctuation Risks 

The Company has limited financial resources, no source of operating cash flow other than proceeds from sales of 
mineral properties or mineral property rights and has no assurance that additional funding will be available to it for 
further exploration and development of its projects. Further exploration and development of the Company’s projects 
may be dependent upon the Company’s ability to obtain financing through equity or debt financing or other means. 
Failure to obtain this financing could result in delay or indefinite postponement of further exploration and 
development of its projects which could result in the loss of one or more of its properties. 
 
Securities markets have at times in the past experienced a high degree of price and volume volatility, and the market 
price of securities of many companies, particularly those considered to be exploration stage companies such as the 
Company, have experienced wide fluctuations in share prices which have not necessarily been related to their 
operating performance, underlying asset values or prospects. There can be no assurance that these kinds of share 
price fluctuations will not occur in the future, and if they do occur, how severe the impact may be on the Company’s 
ability to raise additional funds through equity issues. 
 
Political, Regulatory and Currency Risks 

The Company has been operating in a country that has a relatively stable political and regulatory environment. 
However, changing political aspects may affect the regulatory environment in which the Company operates and no 
assurances can be given that the Company's plans and operations will not be adversely affected by future 
developments. Any property interests held and any proposed exploration activities by the Company in emerging 
nations are subject to political, economic and other uncertainties, including the risk of expropriation, nationalization, 
renegotiation or nullification of existing contracts, mining licenses and permits or other agreements, changes in laws 
or taxation policies, currency exchange restrictions, and changing political conditions and international monetary 
fluctuations.  
 
The Company’s equity financings are sourced in Canadian dollars, but it incurs certain expenditures in Peruvian Soles 
and US dollars. At this time there are no currency hedges in place. Therefore, a weakening of the Canadian dollar 
against the Peruvian Sole or US dollar could have an adverse impact on the amount of exploration conducted.  
 
Insured and Uninsured Risks 

In the course of exploration, development and production of mineral properties, the Company is subject to a number 
of hazards and risks in general, including adverse environmental conditions, operational accidents, labor disputes, 
unusual or unexpected geological conditions, changes in the regulatory environment and natural phenomena such 
as inclement weather conditions, floods, and earthquakes.  Such occurrences could result in damage to the 
Company’s properties or facilities and equipment, personal injury or death, environmental damage to properties of 
the Company or others, delays, monetary losses and possible legal liability. 
 
Although the Company may maintain insurance to protect against certain risks in such amounts as it considers 
reasonable, its insurance may not cover all the potential risks associated with its operations.  The Company may also 
be unable to maintain insurance to cover these risks at economically feasible premiums or for other reasons. Should 
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such liabilities arise, they could reduce or eliminate future profitability and result in increased costs, have a material 
adverse effect on the Company’s results and a decline in the value of the securities of the Company. 
 
Environmental Risks 

The activities of the Company are subject to environmental regulations issued and enforced by government 
agencies. Environmental legislation is evolving in a manner that will require stricter standards and enforcement and 
involve increased fines and penalties for non-compliance, more stringent environmental assessments of proposed 
projects, and a heightened degree of responsibility for companies and their officers, directors and employees. There 
can be no assurance that future changes in environmental regulation, if any, will not adversely affect the Company’s 
operations. Environmental hazards may exist on properties in which the Company holds interests which are 
unknown to the Company at present. 
  
Community Risks 

The activities of the Company may be subject to negotiations with the local communities on or nearby its mineral 
property concessions for access to facilitate the completion of geological studies and exploration work programs. 
The Company’s operations could be significantly disrupted or suspended by activities such as protests or blockades 
that may be undertaken by such certain groups or individuals within the community.  
  
Competition 

The Company will compete with many companies and individuals that have substantially greater financial and 
technical resources than the Company for the acquisition and development of its projects as well as for the 
recruitment and retention of qualified employees. 
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Year Ended December 31, 2019 

General 

M[\f FTaTZX`Xagrf =\fVhff\ba TaW :aT_lf\f (oF=&:p) fhcc_X`Xagf* Uhg WbXf abg Ybe` cTeg bY* g[X TaahT_
audited consolidated financial statements of the Company for the year ended December 31, 2019. The 
following information, prepared as of June 12, 2020, shbh_W UX eXTW \a Vba]haVg\ba j\g[ g[X <b`cTalrf
consolidated financial statements for the year ended December 31, 2019 and the related notes contained 
therein. The Company reports its financial position, results of operations and cash flows in accordance with 
BagXeaTg\baT_ ?\aTaV\T_ KXcbeg\aZ LgTaWTeWf (oB?KLp), All amounts are expressed in Canadian dollars unless 
otherwise indicated.   

M[X <b`cTalrf chU_\V Y\_\aZf* \aV_hW\aZ \gf `bfg eXVXag haThW\gXW TaW ThW\gXW Vbafb_\WTgXW Y\aTaV\T_
statements can be reviewed on the SEDAR website www.sedar.com. 

Forward-looking Statements 

This MD&A contains certain statements which constitute forward-looking information within the meaning of 
applicable Canadian securities _XZ\f_Tg\ba (o?bejTeW-_bb^\aZ LgTgX`Xagfp), :__ fgTgX`Xagf \aV_hWXW [XeX\a*
other than statements of historical fact, are Forward-looking Statements and are subject to a variety of 
known and unknown risks and uncertainties which could cause actual events or results to differ materially 
from those reflected in the Forward-looking Statements. The Forward-looking Statements in this MD&A 
`Tl \aV_hWX* j\g[bhg _\`\gTg\ba* fgTgX`Xagf eX_Tg\aZ gb g[X <b`cTalrf c_Taf Ybe Xkc_beTg\ba bY \gf cebcXeg\Xf9
the sufficiencl bY g[X <b`cTalrf VTf[ cbf\g\ba9 TaW \gf TU\_\gl gb eT\fX Xdh\gl VTc\gT_ be TVVXff WXUg YTV\_\g\Xf,
Often, but not always, these Forward-looking Statements can be identified by the use of words such as 
oTag\V\cTgXfp* oUX_\XiXfp* oc_Tafp* oXfg\`TgXfp* oXkcXVgfp* oYbeXVTfgfp* ofV[XWh_XWp* ogTeZXgfp* ocbff\U_Xp*
ofgeTgXZlp* ocbgXag\T_p* o\agXaWfp* oTWiTaVXp* oZbT_p* obU]XVg\iXp* oceb]XVgfp* oUhWZXgp* oVT_Vh_TgXfp be
fgTgX`Xagf g[Tg XiXagf* oj\__p* o`Tlp* oVbh_Wp be of[bh_Wp bVVhe be UX TV[\XiXW TaW f\`\_Te Xxpressions, 
including negative variations. 

Forward-looking Statements involve known and unknown risks, uncertainties and other factors which may 
cause the actual results, performance, or achievements of the Company to be materially different from any 
results, performance or achievements expressed or implied by the Forward-looking Statements. Such 
uncertainties and factors include, among others:  

� g[X <b`cTalrf fXX^\aZ aXj cebfcXVg\iX `\aXeT_ cebcXeg\Xf Ybe TVdh\f\g\ba9
� risks associated with mineral exploration;  
� fluctuations in commodity prices, foreign exchange rates, and interest rates;  
� credit and liquidity risks; 
� changes in national and local government legislation, taxation, controls, regulations and political or 

economic developments in countries in which the Company does or may carry on business;  
� reliance on key personnel;  
� property title matters and local community relationships; 
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� risks associated with potential legal claims generally or with respect to environmental matters;  
� dilution from further equity financing;  
� competition; 
� uncertainties relating to general economic conditions; and 
� T f_bjWbja \a Z_bUT_ XVbab`\V Zebjg[ TaW \`cTVg g[X <b`cTalrf Uhf\aXff* bcXeTg\baf* Y\aTaV\T_

condition and share price. 

Tf jX__ Tf g[bfX YTVgbef eXYXeeXW gb \a g[X oK\f^f TaW NaVXegT\ag\Xfp fXVg\ba \a g[\f F=&:,

Forward-looking Statements contained in this MD&A are based on the assumptions, beliefs, expectations 
and opinions of management, including but not limited to: 

� the Company will acquire an interest in a prospective mineral property; 
� all required third party contractual, regulatory and governmental approvals will be obtained for the 

Xkc_beTg\ba TaW WXiX_bc`Xag bY g[X <b`cTalrf cebcXeg\Xf9
� there being no significant disruptions affecting operations, whether relating to labor, supply, power, 

damage to equipment or other matters;  
� Xkc_beTg\ba TVg\i\g\Xf cebVXXW\aZ ba T UTf\f Vbaf\fgXag j\g[ g[X <b`cTalrf VheeXag XkcXVgTg\baf9
� expected trends and specific assumptions regarding commodity prices and currency exchange rates; 

and 
� prices for and availability of fuel, electricity, equipment and other key supplies remaining consistent with 

current levels.  

These Forward-looking Statements are made as of the date hereof and the Company disclaims any 
obligation to update any Forward-looking Statements, whether as a result of new information, future events 
or results or otherwise, except as required by law. There can be no assurance that Forward-looking 
Statements will prove to be accurate, as actual results and future events could differ materially from those 
anticipated in such statements. Accordingly, investors should not place undue reliance on Forward-looking 
Statements. 

Business of the Company 

On February 20, 2020, the Company issued a news release on the status of its 70% owned Bayovar 12 
phosphate property located in the Sechura District of northern Peru. 

In 2016, the Company prepared a pre-feasibility study for the possible production of phosphate rock from 
the Bayovar project.   Shortly thereafter, the market prices for phosphate rock to be sold into the fertilizer 
industry dropped dramatically n well below the price that would justify the development of the Bayovar 12 
deposit n and the prices remain soft today.   

Af fgTgXW \a g[X <b`cTalrf aXjf eX_XTfX bY =XVX`UXe //* 0./6* management turned its efforts towards 
Y\aW\aZ bg[Xe hfXf Ybe ;TlbiTerf c[bfc[TgX, M[X <b`cTal Vb`c_XgXW T UXaXY\V\Tg\ba gXfgjbe^ cebZeT` ba
phosphate beds from Bayovar, the results of which indicate that the phosphate rock quality would be 
suitable as the key raw material feed stock in the added-value industrial phosphorus market, specifically to 
produce elemental phosphorus (P4), a chemical compound used extensively in many sectors.  Management 
then initiated discussions with various large, international consumers and producers of P4. 

The Company was optimistic that these discussions would result in the financing of a feasibility study that 
would look at the viability of producing P4 at the Bayovar 12 project. While the strong interest expressed by 
these companies led to this sense of optimism, the talks stalled as the cost of conducting such a study 
appears to be a major stumbling block and there is little appetite for investing in a development-stage 
phosphate property.  

In order to hold the Bayovar 12 concession and the rights to the phosphate rock deposit, the Peru mining 
agency requires that the Company mine gypsum from the Bayovar property. Revenue from the sale of 
gypsum, however, have not been covering the cost of production, and the Company has also been paying 
significant amounts in annual mining taxes and community support. In light of the cost to maintain the 
concession and the lack of interest from third parties to invest in the development of phosphate from the 
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property, the Board of Directors of the Company determined that it is in the best interests of the Company 
TaW \gf f[TeX[b_WXef gb eX_\adh\f[ g[X <b`cTalrf e\Z[gf gb g[X ;TlbiTe /0 ceb]XVg,

The Company is currently gT^\aZ g[X aXVXffTel fgXcf gb W\ffb_iX ChTa ITh_b JhTl* L:< (oCIJp)* g[X IXeh
company which holds the Bayovar 12 concession, and to transfer the concession back to the Peru 
government.  

Management is actively investigating new prospective projects for acquisition by the Company.  

Current Status 

Due to restrictions on travel and for the safety of our employees because of the COVID-19 pandemic, the 
Company has curtailed certain operations for the time being. Most of the geological staff have returned 
home and in our corporate offices, most staff are working from home. We will return to the field and office 
when it is safe and cost effective to do so. 

Selected Annual Information

The following table sets forth selected annual financial information of the Company for, and as at, the end 
of each of the last three financial periods ending: 

December 31, 
2019 ($)

December 31, 
2018 ($)

November 30, 
2017 ($)

Gypsum revenue 536,968 173,322 672,432 

Total interest and other income 26 1,780 4,644 

Gypsum production expenses 855,207 393,196 1,103,948 

Phosphate exploration expenditures 420,750 727,278 925,057 

Write-off of exploration and evaluation assets 9,677,404 - - 
Loss attributed to equity shareholders of the Company 
    Total 
    Basic & diluted loss per share  

(5,428,867) 
(0.08) 

(2,694,103) 
(0.05) 

(1,923,167) 
(0.04) 

Exploration and evaluation assets - 9,981,135 9,842,851 

Goodwill - - 434,696 

Total assets 455,766 11,075,963 11,988,492 

Total current liabilities 1,349,335 500,160 402,002 

Total long-term liabilities 4,252,271 7,661,954 7,159,631 

Non-controlling interest 61,039 2,689,631 2,595,119 

Cash dividends - - - 

Total assets decreased significantly during the 2019 fiscal year due to the Company taking steps to 
eX_\adh\f[ g[X ;TlbiTe /0 ceb]XVg TaW g[XeXUl je\g\aZ bYY g[X cebcXeglrf VTeel\aZ iT_hX bY $7*455*2.2, MbgT_
current liabilities for the 2019 fiscal year are higher than the two prior years presented due to a portion of 
the convertible debenture debt becoming a short-term liability and advances from a related party to fund 
operations during the 2019 fiscal year. Total long-term liabilities for the 2019 fiscal year were significantly 
less than the two prior years due to the deferred tax liability relating to the Bayovar 12 project operations 
decreasing to nil. 

Selected Quarterly Information 

The following table provides information for the eight fiscal quarters ended December 31, 2019: 
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Fourth 
Quarter 

ended 
Dec. 31, 
2019 ($)

Third 
Quarter 

ended 
Sep. 30, 
2019 ($)

Second 
Quarter 

ended 
June 30, 
2019 ($)

First 
Quarter 

ended 
Mar. 31, 
2019 ($)

Four- 
month 
period 
ended 

Dec. 31, 
2018 ($)

Third 
Quarter 

ended 
Aug. 31, 
2018 ($)

Second 
Quarter 

ended 
May 31, 
2018 ($)

First 
Quarter 

ended 
Feb. 28, 
2018 ($)

Gypsum revenue - 309,980 114,305 112,683 59,118 112,608 1,596 - 

Total interest and 
other income 26 - - - - - 420 1,360 

Gypsum production 
expenses 75,535 347,292 282,169 150,211 131,823 139,681 78,398 43,294 

Phosphate exploration 
expenditures 78,417 45,027 142,982 154,324 209,630 151,372 199,655 166,621 

Loss attributed to 
equity shareholders of 
the Company 
    Total 
    Basic & diluted  
    loss per share 

(4,729,167) 

(0.07) 

(169,545) 

(0.00) 

(121,002) 

(0.00) 

(409,153) 

(0.01) 

(1,165,695) 

(0.02) 

(407,458) 

(0.01) 

(653,297) 

(0.01) 

(467,653) 

(0.01) 

Gypsum revenue and production expenses relate to the gypsum operation which consisted of extraction 
costs, costs needed to keep the Bayovar 12 project concession in good standing, and other operating costs. 
Gypsum production expenses could still be incurred during periods when there was no extraction activity. 
The loss attributable to equity shareholders of the Company during the quarter ended December 31, 2019 
was higher than all quarters presented due to the write-down of the Bayovar 12 project carrying cost of 
$9,677,404 during that period. The loss attributable to equity shareholders of the Company during the four 
month period ended December 31, 2018 was higher than all but the most recent quarter presented due to 
an impairment of goodwill charge of $430,988 and a loss on extinguishment of long-term debt of $438,937. 

Results of Operations 

:__ eXYXeXaVXf gb qaXg _bffr \a g[X eXfh_gf bY bcXeTg\baf W\fVhff\ba UX_bj eXYXef gb g[X _bff Tgge\UhgXW gb Xdh\gl
shareholders of the Company. 

Three months ended December 31, 2019

For the three months ended December 31, 2019, the Company had a net loss of $4,729,167 compared to 
a net loss of $1,165,695 for the four-month period ended December 31, 2018, an increase of $3,563,472. 
The current period is significantly higher due the write-down of $9,677,404 on the Bayovar 12 project. This 
write-down was partially offset by deferred income tax recovery of $2,862,897 which is also related to the 
Bayovar 12 Project compared to the comparative period which recorded a deferred income tax recovery of 
$372,125. The current quarter net loss also included a $232,196 write-down of gypsum inventory compared 
to no such charge for in the comparative period. The net loss for the comparative period did however include 
a $438,937 loss on extinguishment of debt and an impairment of goodwill charge of $430,988 whereas 
there were no such charges in the current quarter. The impairment of goodwill relates to the phosphate 
exploration and evaluation asset component of the Bayovar 12 project while the loss on extinguishment of 
long-term debt relates to the Company settling a loan with the issuance of convertible debentures. The 
current quarter recorded a $667,817 gain on sales tax reassessment, but this had minimal impact on the 
<b`cTalrf aXg _bff Tf `bfg bY g[\f ZT\a jTf Tgge\UhgXW gb g[X <b`cTalrf aba-controlling interest in JPQ 
due to the assessment being related to a period several years ago. 

There was no gypsum revenue for the current quarter compared to $59,118 for the comparative period.  
Gypsum operation costs were $75,535 and phosphate property expenditures were $78,417 for the current 
quarter compared to $131,823 and $209,630, respectively, for the comparative period. 

General and administrative expenses during the current quarter were $290,744 compared to $333,799 for 
the comparative period, a decrease of $43,055. Significantly impacting both the current and comparative 
periods were finance expenses of $192,100 and $197,065, respectively. The finance expense for both 
periods are related to accretion of convertible debenture interest. All other general and administrative 
expenses, with the exception of office and miscellaneous were either similar or lower for the current quarter 
as a result of cost cutting efforts and the current period consisting of three months compared to four months 
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for the comparative period. Office and miscellaneous costs were higher for the current quarter due to the 
timing of costs associated with maintaining foreign subsidiaries. 

Twelve months ended December 31, 2019

For the year ended December 31, 2019, the Company had a net loss of $5,428,867 compared to a net loss 
of $2,694,103 for the thirteen-month period ended December 31, 2018, an increase of $2,734,764. As in 
the three-month and four-month comparison above, the net loss for the current fiscal year is significantly 
impacted by the write-down of $9,677,404 on the Bayovar 12 project and partially offset by a deferred tax 
recovery of $2,862,897 compared to the 2018 fiscal period that incurred an impairment of goodwill charge 
of $430,988 and a deferred tax recovery of $372,125. The current year also recorded a fair value adjustment 
gain of $469,902 on derivative liabilities compared to $34,337 for the comparative fiscal period. 

Gypsum operation costs of $855,207 for the current year were partially offset by gypsum sales revenue of 
$536,968 whereas the comparative fiscal period recorded gypsum operation costs of $393,196 and sales 
revenue of $173,322. Phosphate property expenditures for the current year were $420,750 compared to 
$727,278 for the comparative fiscal year.  

General and administrative expenses during the current year were $867,969 compared to $1,112,778 for 
the comparative fiscal period, a decrease of $244,809. Significantly impacting both the current and 
comparative fiscal periods were finance expenses of $589,925 and $722,502, respectively. The finance 
expense for the current year is related to accretion of convertible debenture interest while the expense for 
the comparative fiscal period is related to accretion of convertible debenture interest and a former loan 
facility which included interest charges and accretion of capitalized transaction costs. Similar to the quarterly 
comparison, other general and administrative expenses, with the exception of office and shareholder 
communication costs, were either similar or lower for the current year as a result of cost cutting efforts and 
the comparative fiscal period consisting of an extra month. The most notable cost decrease was in 
accounting and legal costs due to a reduction in audit fees. 

Financial Condition, Liquidity and Capital Resources 

The Company had cash resources of $32,423 and a working capital deficiency of $968,596 as of December 
31, 2019 compared to cash resources of $77,629 and working capital of $512,455 at December 31, 2018.  

In March 2015, the Company received a Sprott Loan facility of $6,231,500 (US$5,000,000), of which a 
repayment of $670,450 (US$500,000) was made in March 2017. In August 2018, the outstanding principal 
and accrued interest balance of $4,068,465 (US$3,114,019) was paid in full by issuing secured convertible 
debentures and 25,427,912 share purchase warrants to Sprott. Also, in August 2018, the Company raised 
$500,000 through the issuance of unsecured convertible debentures and 3,125,000 share purchase 
warrants to related parties.  

In January 2019, the Company closed a non-brokered private placement of 11,180,000 units at $0.05 per 
unit for proceeds of $559,000. Each unit consisted of one common share of the Company and one share 
purchase warrant. The 11,180,000 share purchase warrants included in this placement expired unexercised 
subsequent to December 31, 2019. The proceeds from the placement were allocated to maintaining and 
marketing of the Bayovar 12 Project and general working capital purposes. 

During the 2019 fiscal year, the Company was advanced a total of $353,197 by a related party for general 
working capital purposes. These advances are not interest-bearing and are due on demand. 

As of December 31, 2019, working capital no longer \aV_hWXf Zlcfh` \aiXagbel Tf g[X <b`cTalrf
remaining 118,679 tonnes of gypsum inventory were donated to the Fundacion Comunal San Martin de 
Sechura subsequent to the yearend and the carrying value of the inventory written off at yearend. 

The Company does not expect its current capital resources to be sufficient to cover its corporate operating 
costs, closure costs relating to its formerly held Bayovar 12 project, and any new property acquisition or 
development programs through the next twelve months. As such, the Company will need to raise additional 
capital. Actual funding requirements may vary from those planned due to a number of factors, including the 
progress of property development activity. The Company believes it will be able to raise additional equity 
capital as required, but recognizes the uncertainty attached thereto. 
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Financial Instruments and Risk Management 

The Company is exposed to the following financial risks: 

� Market Risk; 
� Credit Risk; and 
� Liquidity Risk 

In common with all other businesses, the Company is exposed to risks that arise from its use of financial 
\afgeh`Xagf, M[\f abgX WXfVe\UXf g[X <b`cTalrf bU]XVg\iXf* cb_\V\Xf* TaW cebVXffXf Ybe `TaTZ\aZ g[bfX
risks and the methods used to measure them. Further quantitative information in respect of these risks is 
presented throughout the consolidated financial statements. 

General Objectives, Policies and Processes

M[X ;bTeW bY =\eXVgbef [Tf biXeT__ eXfcbaf\U\_\gl Ybe g[X WXgXe`\aTg\ba bY g[X <b`cTalrf e\f^ `TaTZX`Xag
objectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority 
for designing and operating processes that ensure the effective implementation of the objectives and 
cb_\V\Xf gb g[X <b`cTalrf Y\aTaVX YhaVg\ba, M[X ;bTeW bY =irectors reviews the effectiveness of the 
processes put in place and the appropriateness of the objectives and policies it sets. 

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly 
affecting the <b`cTalrf Vb`cXg\g\iXaXff TaW Y_Xk\U\_\gl, ?heg[Xe WXgT\_f eXZTeW\aZ g[XfX cb_\V\Xf TeX fXg bhg
below. 

a) Market Risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates 
j\__ TYYXVg g[X <b`cTalrf \aVb`X be g[X iT_hX bY \gf [b_W\aZf bY Y\aTaV\T_ \afgeh`Xagf, M[X bU]XVg\iX bY
market risk management is to manage and control market risk exposures within acceptable parameters, 
while optimizing the return. As at December 31, 2019, the Company is exposed to foreign currency risk 
and interest rate risk. 

Foreign Currency Risk 

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates. The Company is exposed to fluctuations in 
foreign currencies through its operations in Canada and Peru. The Company monitors this exposure 
but has no hedge positions. 

As at December 31, 2019 and 2018, the Company was exposed to currency risk through the following 
financial assets and liabilities denominated in currencies other than the Canadian dollar: 

2019 2018
 Peruvian 

Soles US Dollars 
 Peruvian 

Soles US Dollars 
 (CDN 

equivalent)  
 (CDN 

equivalent)   
 (CDN 

equivalent)  
 (CDN 

equivalent)  

Cash  $          4,947   $         17,619    $          2,305   $           3,418  

Taxes receivable 202,961 -  212,663 - 

Other receivables -  91,328  56,756  -  

Liabilities  (101,357)  (331,573)   (206,787)  (13,948) 

$      106,551 $     (222,626) $        64,937 $       (10,530)

Based on the above net exposures at December 31, 2019, a 10% depreciation or appreciation of the 
above currencies against the Canadian dollar would result in an increase or decrease of approximately 
$//*4.. (0./68 $3*2..) \a g[X <b`cTalrf TYgXe-tax net loss, respectively. 
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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 is exposed to interest rate risk on its 
convertib_X WXUXagheX WXUg TaW VTf[, :f g[X <b`cTalrf VTf[ \f VheeXag_l [X_W \a Ta \agXeXfg-bearing 
UTa^ TVVbhag TaW g[X <b`cTalrf VbaiXeg\U_X WXUXagheX WXUg \f fhU]XVg gb Y\kXW \agXeXfg eTgXf*
management considers the interest rate risk to be limited. 

b) Credit Risk  

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to 
`XXg \gf VbageTVghT_ bU_\ZTg\baf, M[X <b`cTalrf VeXW\g e\f^ \f ce\`Te\_l Tgge\UhgTU_X gb \gf VTf[ and other 
receivables. The Company limits exposure to credit risk by maintaining its cash with large financial 
institutions. The Company does not have cash that is invested in asset based commercial paper. For 
other receivables, the Company estimates, on a continuing basis, the expected credit losses and 
provides an impairment provision as required. 

c) Liquidity Risk  

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall 
due.  M[X <b`cTalrf TccebTV[ gb `TaTZ\aZ _\dh\W\gl e\f^ \f gb cebi\WX reasonable assurance that it will 
have sufficient funds to meet liabilities when due. The Company manages its liquidity risk by forecasting 
cash flows required by operations and anticipated investing and financing activities. All of the 
<b`cTalrf f[beg-term financial liabilities as of December 31, 2019 have contractual maturities of less 
than 45 days and are subject to normal trade terms.  

Related Party Transactions 

The Company had transactions during the year ended December 31, 2019 and thirteen months ended 
December 31, 2018 with related parties who consisted of directors, officers, and the following companies 
with common directors: 

Related party Nature of transactions 

@b_W @ebhc FTaTZX`Xag BaV, (o@b_W @ebhcp) Shared office, administrative, and personnel costs  

F\__ LgeXXg LXei\VXf EgW, (oF\__ LgeXXgp) Management services 

Puerto de Bayovar SAC Gypsum sales 

Related party transactions for the year ended December 31, 2019 and thirteen months ended December 
31, 2018, in addition to related party transactions disclosed elsewhere in the consolidated financial 
statements, comprise the following: 

a) The Company reimbursed Gold Group, a company controlled by the Chief Executive Officer of the 
Company, for shared administration costs consisting of the following: 

Three months 
ended 

December 31, 
2019

Four months 
ended 

December 31, 
2018

Year 
ended 

December 31, 
2019

Thirteen months 
ended 

December 31,
2018

Office and miscellaneous  $                4,401   $            6,879   $          17,937   $          22,516 

Regulatory and stock exchange fees 45 1,083 1,824  7,335 

Rent and utilities 3,186  6,754  17,063  21,594 

Salaries and benefits 10,215  17,503  52,889  74,094 

Shareholder communication - 250 592  1,768 

Travel and accommodation 298  4,648  2,005  16,657 

Exploration expenditures -  8,100  -  8,100 

$              18,145 $          45,217 $          92,310 $        152,064 
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Gold Group is reimbursed by the Company for these shared costs and other business related expenses 
paid by Gold Group on behalf of the Company. Salary and benefits include those for the Chief Financial 
Officer and Corporate Secretary. 

b) During the year ended December 31, 2019, the Company had gypsum sales of $248,817 (thirteen 
months ended December 31, 2018: $49,368) to Puerto de Bayovar, a company controlled by the NCI.   

Other receivables as of December 31, 2019 include $91,407 (2018: $54,112) owing from Puerto de Bayovar 
for gypsum sales. 

Prepaid expenses and deposits as of December 31, 2019 include $2,113 (2018: $3,181) paid to Gold 
Group. 

Long term deposits as of December 31, 2019 consists of $61,000 (2018: $61,000) paid to Gold Group and 
are related to the shared administrative services agreement with Gold Group. Upon termination of the 
agreement, the deposits, less any outstanding amounts owing to Gold Group, are to be refunded to the 
Company. 

Accounts payables and accrued liabilities as of December 31, 2019 includes $239,860 (2018: $144,927) 
owing to Gold Group, $44,800 (2018: $700) owing to Mill Street, a company controlled by the Chief 
Executive Officer, $70,000 (2018: $Nil) owing to the President for project management fees, and $353,197 
(2018: $Nil) owing to a director of the Company for advances made to the Company. The amount owing to 
Gold Group is partially secured by a deposit and is interest bearing if not paid within a certain period.  

Key management compensation 

Key management personnel are persons responsible for planning, directing and controlling the activities of 
an entity, and include certain directors and officers. Key management compensation comprises: 

Three months 
ended 

December 31, 
2019

Four months 
ended 

December 31, 
2018

Year 
 ended 

December 31, 
2019

Thirteen months 
ended 

December 31,
2018

Management fees  $           10,500   $          14,000   $          42,000   $          45,000 

Geological fees and other fees(1) 10,000  40,000  70,000  137,639 

Salaries and benefits 2,750  5,042  13,292  25,071 

$           23,250 $          59,042 $        125,292 $        208,210 

(1)  During the thirteen months ended December 31, 2018, 87,500 common shares with a fair value of 
$8,750 were issued to the former President of the Company for services provided and a total of 
229,167 common shares with a fair value of $25,208 were issued to the current President of the 
Company for services provided, of which $7,639 was charged to operations for the thirteen months 
ended December 31, 2018. 

Key management personnel were not paid post-employment benefits, termination benefits or other long-
term benefits during the year ended December 31, 2019 and thirteen months ended December 31, 2018. 

Other Data 

Additional information related to the Company is available for viewing at www.sedar.com.  
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Share Position and Outstanding Warrants, Convertible Debentures, and Stock Options  

:f Tg g[X WTgX bY g[\f F=&:* g[X <b`cTalrf bhgfgTaW\aZ f[TeX cbf\g\ba is 69,890,620 common shares and 
the following share purchase warrants, convertible debentures, and incentive stock options are currently 
outstanding: 

WARRANTS 

No. of warrants Exercise price Expiry date

4,668,000 $0.80 November 11, 2020 

25,427,912 $0.08 August 23, 2021(1)

3,125,000 $0.08 August 30, 2021(2)

25,553,525 $0.40 March 22, 2022 

58,774,437 

(1) The expiry date for these warrants may be accelerated to immediately upon the debentures issued on August 23, 2018 
being repaid or converted in full. 

(2) The expiry date for these warrants may be accelerated to immediately upon the debentures issued on August 30, 2018 
being repaid or converted in full. 

CONVERTIBLE DEBENTURES

No. of debentures Conversion rate Expiry date

40,684,660(1) $0.10 August 23, 2021 

5,000,000(2) $0.10 August 30, 2021 

45,684,660

(1) Effective August 23, 2019, the conversion rate of these debentures increased from $0.08 to $0.10, and the maximum 
number of shares issuable on conversion decreased from 50,855,824 to 40,684,660. 

(2) Effective August 30, 2019, the conversion rate of these debentures increased from $0.08 to $0.10, and the maximum 
number of shares issuable on conversion decreased from 6,250,000 to 5,000,000. 

STOCK OPTIONS

No. of options Exercise price Expiry date

   18,750 $1.20 June 28, 2021 

320,000 $0.84 June 19, 2022 

37,500 $0.84 July 10, 2022 

560,000 $0.88 December 17, 2023 

11,250 $0.88 January 14, 2024 

3,750 $1.04 June 4, 2024 

951,250

Adoption of New and Amended IFRS Pronouncements  

The following outlines the new accounting standards and amendments adopted by the Company effective 
January 1, 2019: 

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration  

On December 8, 2016, the IASB issued IFRIC Interpretation 22 Foreign Currency Transactions and 
Advance Consideration. The Interpretation clarifies which date should be used for translation when a foreign 
currency transaction involves an advance payment or receipt. The Interpretation clarifies that the date of 
the transaction for the purpose of determining the exchange rate to use on initial recognition of the related 
asset, expense or income (or part of it) is the date on which an entity initially recognizes the non-monetary 
asset or non-monetary liability arising from the payment or receipt of advance consideration.  
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IFRS 9 Financial Instruments 

The Company adopted IFRS 9 n ?\aTaV\T_ Bafgeh`Xagf (oB?KL 7p) j[\V[ eXc_TVXW B:L 17 n Financial 
Instruments: Recognition and Measurement. IFRS 9 provides a revised model for classification and 
measurement of financial assets, including a new expected credig _bff (o><Ep) \`cT\e`Xag `bWX_, M[X
revised model for classifying financial assets results in classification according to their contractual cash flow 
characteristics and the business models under which they are held.  IFRS 9 also introduces a reformed 
approach to hedge accounting. IFRS 9 largely retains the existing requirements in IAS 39 for the 
classification of financial liabilities. The standard is effective for annual periods beginning on or after January 
1, 2018. The adoption of IFRS 9 did not have T `TgXe\T_ \`cTVg g[X <b`cTalrf V_Tff\Y\VTg\ba TaW
measurement of financial assets and liabilities. The standard also had no impact on the carrying amounts 
of our financial instruments as at the transition date of January 1, 2019.  

IFRS 15 Revenue from Contracts with Customers  

IFRS 15, Revenue from Contracts with Customers specifies how and when revenue should be recognized 
as well as requiring more informative and relevant disclosures. The standard supersedes IAS 18 Revenue, 
IAS 11 Construction Contracts, and a number of revenue-related interpretations. The standard applies to 
nearly all contracts with customers: the main exceptions are leases, financial instruments and insurance 
contracts. The adoption of IFRS 15 did not have a material impact on g[X <b`cTalrf Vbafb_\WTgXW financial 
statements. 

IFRS 16 Leases  

On January 13, 2016, the IASB issued IFRS 16 Leases of which requires lessees to recognize assets and 
liabilities for most leases. For lessors, there is little change to the existing accounting in IAS 17 Leases. The 
adoption of IFRS 16 did not have a mater\T_ \`cTVg ba g[X <b`cTalrf Vbafb_\WTgXW financial statements as 
the Company has no leases.  

Standards, Amendments and Interpretations Not Yet Effective  

The Company will be required to adopt the following standard and amendments issued by the IASB as 
described below.

IFRS 17 Insurance Contracts 

IFRS 17 is a new standard that requires insurance liabilities to be measured at a current fulfillment value 
and provides a more uniform measurement and presentation approach for all insurance contracts. These 
requirements are designed to achieve the goal of a consistent, principle-based accounting for insurance 
contracts. IFRS 17 supersedes IFRS 4, Insurance Contracts, and related interpretations.  

>YYXVg\iX Ybe g[X <b`cTalrf TaahT_ cXe\bW UXZ\aa\aZ CTahTel /* 0021. The Company has yet to assess the 
impact of IFRS 17 on its consolidated financial statements.  

Risks and Uncertainties 

Global Pandemic 

The Company faces risks related to health epidemics and other outbreaks of communicable diseases, 
which could significantly disrupt its operations and may materially and adversely affect its business and 
Y\aTaV\T_ VbaW\g\baf, M[X <b`cTalrf Uhf\aXff Vbh_W UX TWiXefX_l \`cTVgXW Ul g[X XYYXVgf bY g[X <HOB=-19 
coronavirus@ which was declared a global pandemic by the World Health Organization in March 2020. 
COVID-19 has spread from China where the virus was originally reported to several other countries, 
including Canada and Peru in which the Company operates, and infections have been reported globally.  

The extent to which COVID-/7 `Tl \`cTVg g[X <b`cTalrf Uhf\aXff* \aV_hW\aZ \gf bcXeTg\baf TaW g[X `Te^Xg
for its securities, will depend on future developments which cannot be predicted, and include the duration, 
severity and scope of the outbreak and the actions taken to contain or treat the outbreak. The continued 
spread of COVID-/7 Z_bUT__l Vbh_W `TgXe\T__l TaW TWiXefX_l \`cTVg g[X <b`cTalrf Uhf\aXff* Y\aTaV\T_
condition and results of operations including without limitation, employee health, workforce productivity, 
increased insurance premiums, limitations on travel, the availability of industry experts and personnel, 
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restrictions to any drill programs and/or the timing to process drill and other metallurgical testing, and other 
factors that will depend on future develop`Xagf UXlbaW g[X <b`cTalrf Vbageb_,

The international response to the spread of COVID-19 has led to significant restrictions on travel, temporary 
business closures, quarantines, global stock market volatility and a general reduction in consumer activity. 
Such public health crises can result in operating and supply chain delays and disruptions, global stock 
market and financial market volatility, declining trade and market sentiment, reduced movement of people 
and labour shortages, and travel and shipping disruption and shutdowns, including as a result of 
government regulation and prevention measures, or a fear of any of the foregoing, all of which could affect 
commodity prices, interest rates, credit ratings, credit risk and inflation.   

Mineral Property Exploration and Mining Risks 

The business of mineral deposit exploration and extraction involves a high degree of risk. Few properties 
that are explored ultimately become producing mines.  The main operating risks include: securing adequate 
funding to maintain and advance exploration properties; ensuring ownership of and access to mineral 
properties by confirmation that option agreements, claims or leases are in good standing; and obtaining 
permits for drilling and other exploration activities.   

Title to Mineral Property Risks 

The Company does not maintain insurance against title. Title on mineral properties and mining rights 
involves certain inherent risks due to the difficulties of determining the validity of certain claims as well as 
the potential for problems arising from the frequently ambiguous conveyance history of many mining 
properties. The Company has diligently investigated and continues to diligently investigate and validate title 
to its mineral claims; however, this should not be construed as a guarantee of title. The Company cannot 
give any assurance that title to properties it acquired will not be challenged or impugned and cannot 
guarantee that the Company will have or acquire valid title to these mineral properties.   

Commodity Price Risk 

The Company is exposed to commodity price risk. Declines in the market price of gold, base metals and 
other minerals `Tl TWiXefX_l TYYXVg g[X <b`cTalrf TU\_\gl gb eT\fX VTc\gT_ \a beWXe gb YhaW \gf baZb\aZ
operations. Commodity price declines could also reduce the amount the Company would receive on the 
disposition of a mineral property to a third party. 

Financing and Share Price Fluctuation Risks 

The Company has limited financial resources, no source of operating cash flow other than proceeds from 
sales of mineral properties or mineral property rights and has no assurance that additional funding will be 
available to it for further exploration and development of its projects. Further exploration and development 
bY g[X <b`cTalrf ceb]XVgf `Tl UX WXcXaWXag hcba g[X <b`cTalrf TU\_\gl gb bUgT\a Y\aTaV\aZ g[ebhZ[ Xdh\gl
or debt financing or other means. Failure to obtain this financing could result in delay or indefinite 
postponement of further exploration and development of its projects which could result in the loss of one or 
more of its properties. 

Securities markets have at times in the past experienced a high degree of price and volume volatility, and 
the market price of securities of many companies, particularly those considered to be exploration stage 
companies such as the Company, have experienced wide fluctuations in share prices which have not 
necessarily been related to their operating performance, underlying asset values or prospects. There can 
be no assurance that these kinds of share price fluctuations will not occur in the future, and if they do occur, 
[bj fXiXeX g[X \`cTVg `Tl UX ba g[X <b`cTalrf TU\_\gl gb eT\fX additional funds through equity issues. 

Political, Regulatory and Currency Risks 

The Company has been operating in a country that has a relatively stable political and regulatory 
environment. However, changing political aspects may affect the regulatory environment in which the 
Company operates and no assurances can be given that the Company's plans and operations will not be 
adversely affected by future developments. Any property interests held and any proposed exploration 
activities by the Company in emerging nations are subject to political, economic and other uncertainties, 
including the risk of expropriation, nationalization, renegotiation or nullification of existing contracts, mining 
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licenses and permits or other agreements, changes in laws or taxation policies, currency exchange 
restrictions, and changing political conditions and international monetary fluctuations.  

M[X <b`cTalrf Xdh\gl Y\aTaV\aZf TeX fbheVXW \a <TaTW\Ta dollars, but it incurs certain expenditures in 
Peruvian Soles and US dollars. At this time there are no currency hedges in place. Therefore, a weakening 
of the Canadian dollar against the Peruvian Sole or US dollar could have an adverse impact on the amount 
of exploration conducted.  

Insured and Uninsured Risks 

In the course of exploration, development and production of mineral properties, the Company is subject to 
a number of hazards and risks in general, including adverse environmental conditions, operational 
accidents, labor disputes, unusual or unexpected geological conditions, changes in the regulatory 
environment and natural phenomena such as inclement weather conditions, floods, and earthquakes.  Such 
bVVheeXaVXf Vbh_W eXfh_g \a WT`TZX gb g[X <b`cTalrf cebcXeg\Xf be YTV\_\g\Xf Tad equipment, personal injury 
or death, environmental damage to properties of the Company or others, delays, monetary losses and 
possible legal liability. 

Although the Company may maintain insurance to protect against certain risks in such amounts as it 
considers reasonable, its insurance may not cover all the potential risks associated with its operations.  The 
Company may also be unable to maintain insurance to cover these risks at economically feasible premiums 
or for other reasons. Should such liabilities arise, they could reduce or eliminate future profitability and result 
\a \aVeXTfXW Vbfgf* [TiX T `TgXe\T_ TWiXefX XYYXVg ba g[X <b`cTalrf eXfh_gf TaW T WXV_\aX \a g[X iT_hX bY
the securities of the Company. 

Environmental Risks 

The activities of the Company are subject to environmental regulations issued and enforced by government 
agencies. Environmental legislation is evolving in a manner that will require stricter standards and 
enforcement and involve increased fines and penalties for non-compliance, more stringent environmental 
assessments of proposed projects, and a heightened degree of responsibility for companies and their 
officers, directors and employees. There can be no assurance that future changes in environmental 
regulation, if any, will not adiXefX_l TYYXVg g[X <b`cTalrf bcXeTg\baf, >ai\eba`XagT_ [TmTeWf `Tl Xk\fg ba
properties in which the Company holds interests which are unknown to the Company at present. 

Community Risks 

The activities of the Company may be subject to negotiations with the local communities on or nearby its 
mineral property concessions for access to facilitate the completion of geological studies and exploration 
jbe^ cebZeT`f, M[X <b`cTalrf bcXeTg\baf Vbh_d be significantly disrupted or suspended by activities such 
as protests or blockades that may be undertaken by such certain groups or individuals within the 
community.  

Competition 

The Company will compete with many companies and individuals that have substantially greater financial 
and technical resources than the Company for the acquisition and development of its projects as well as 
for the recruitment and retention of qualified employees. 

@



(the “Company”) 

(formerly Focus Ventures Ltd.) 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

Thirteen Months Ended December 31, 2018 

General 

This Management’s Discussion and Analysis (“MD&A”) supplements, but does not form part of, the 
annual audited consolidated financial statements of the Company for the thirteen months ended 
December 31, 2018.  The following information, prepared as of April 18, 2019, should be read in 
conjunction with the Company’s consolidated financial statements for the thirteen months ended 
December 31, 2018 and the related notes contained therein. The Company reports its financial position, 
results of operations and cash flows in accordance with International Financial Reporting Standards 
(“IFRS”). All amounts are expressed in Canadian dollars unless otherwise indicated.   

The Company’s public filings, including its most recent unaudited and audited consolidated financial 
statements can be reviewed on the SEDAR website www.sedar.com. 

Forward-looking Statements 

This MD&A contains certain statements which constitute forward-looking information within the meaning 
of applicable Canadian securities legislation (“Forward-looking Statements”). All statements included 
herein, other than statements of historical fact, are Forward-looking Statements and are subject to a 
variety of known and unknown risks and uncertainties which could cause actual events or results to differ 
materially from those reflected in the Forward-looking Statements.  The Forward-looking Statements in 
this MD&A include, without limitation, statements relating to: 

� mineral reserves and resources as they involve the implied assessment, based on estimates and 
assumptions, that the resources described exist in the quantities predicted or estimated and can be 
profitably produced in the future; 

� the Company’s planned exploration, development and marketing activities for the Bayovar 12 
Project; 

� the intended use of proceeds received from recent financing activities; 
� the sufficiency of the Company’s cash position and its ability to raise equity capital or access debt 

facilities; and 
� maturities of the Company’s financial liabilities or other contractual commitments. 

Often, but not always, these Forward-looking Statements can be identified by the use of words such as 
“anticipates”, “believes”, “plans”, “estimates”, “expects”, “forecasts”, “scheduled”, “targets”, “possible”, 
“strategy”, “potential”, “intends”, “advance”, “goal”, “objective”, “projects”, “budget”, “calculates” or 
statements that events, “will”, “may”, “could” or “should” occur or be achieved and similar expressions, 
including negative variations. 

Forward-looking Statements involve known and unknown risks, uncertainties and other factors which may 
cause the actual results, performance or achievements of the Company to be materially different from any 
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results, performance or achievements expressed or implied by the Forward-looking Statements. Such 
uncertainties and factors include, among others:   

� uncertainty of mineral reserve and resource estimates; 
� risks associated with mineral exploration and project development;  
� fluctuations in commodity prices;  
� fluctuations in foreign exchange rates and interest rates;  
� credit and liquidity risks; 
� changes in national and local government legislation, taxation, controls, regulations and political or 

economic developments in countries in which the Company does or may carry on business;  
� reliance on key personnel;  
� property title matters;  
� local community relationships; 
� risks associated with potential legal claims generally or with respect to environmental matters;  
� adequacy of insurance coverage; 
� dilution from further equity financing;  
� competition; and 
� uncertainties relating to general economic conditions.  

as well as those factors referred to in the “Risks and Uncertainties” section in this MD&A.   

Forward-looking Statements contained in this MD&A are based on the assumptions, beliefs, expectations 
and opinions of management, including but not limited to: 

� all required third party contractual, regulatory and governmental approvals will be obtained for the 
exploration and development of the Company’s properties;  

� there being no significant disruptions affecting operations, whether relating to labour, supply, power, 
damage to equipment or other matter;  

� permitting, exploration and development activities proceeding on a basis consistent with the 
Company’s current expectations;  

� expected trends and specific assumptions regarding commodity prices and currency exchange 
rates;  

� prices for and availability of fuel, electricity, equipment and other key supplies remaining consistent 
with current levels; and 

� the accuracy of the Company’s current mineral resource estimates.  

These Forward-looking Statements are made as of the date hereof and the Company disclaims any 
obligation to update any Forward-looking Statements, whether as a result of new information, future 
events or results or otherwise, except as required by law. There can be no assurance that Forward-
looking Statements will prove to be accurate, as actual results and future events could differ materially 
from those anticipated in such statements. Accordingly, investors should not place undue reliance on 
Forward-looking Statements. 

Cautionary Note to United States Investors Concerning Estimates of Reserves and Resources  

Reserve and resource estimates included in this MD&A have been prepared in accordance with National 
Instrument 43-101 Standards of Disclosure for Mineral Projects ("NI 43-101") and the Canadian Institute 
of Mining, Metallurgy, and Petroleum Definition Standards on Mineral Resources and Mineral Reserves. 
NI 43-101 is a rule developed by the Canadian Securities Administrators that establishes standards for 
public disclosure by a Canadian company of scientific and technical information concerning mineral 
projects. Canadian standards, including NI 43-101, differ significantly from the requirements of the United 
States Securities and Exchange Commission ("SEC"), and reserve and resource information contained in 
this MD&A may not be comparable to similar information disclosed by U.S. companies. In particular, the 
term "resource" does not equate to the term "reserves". Under U.S. standards, mineralization may not be 
classified as a "reserve" unless the determination has been made that the mineralization could be 
economically and legally produced or extracted at the time the reserve determination is made. 
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The SEC's disclosure standards normally do not permit the inclusion of information concerning "measured 
mineral resources", "indicated mineral resources" or "inferred mineral resources" or other descriptions of 
the amount of mineralization in mineral deposits that do not constitute "reserves" by U.S. standards in 
documents filed with the SEC. You are cautioned not to assume that resources will ever be converted into 
reserves. You should also understand that "inferred mineral resources" have a great amount of 
uncertainty as to their existence and great uncertainty as to their economic and legal feasibility. You 
should also not assume that all or any part of an "inferred mineral resource" will ever be upgraded to a 
higher category. Under Canadian rules, estimated "inferred mineral resources" may not form the basis of 
feasibility or pre-feasibility studies except in rare cases. You are cautioned not to assume that all or any 
part of an "inferred mineral resource" exists or is economically or legally mineable. Disclosure of 
"contained ounces" in a resource is permitted disclosure under Canadian regulations; however, the SEC 
normally only permits issuers to report mineralization that does not constitute "reserves" by SEC 
standards as in-place tonnage and grade without reference to unit measures. The requirements of NI 43-
101 for identification of "reserves" are also not the same as those of the SEC, and reserves reported in 
compliance with NI 43-101 may not qualify as "reserves" under SEC standards. Accordingly, information 
concerning mineral deposits set forth in this MD&A may not be comparable with information made public 
by companies that report in accordance with U.S. standards. 

Business of the Company 

The Company is engaged in the development of its 70% owned Bayovar 12 phosphate project located in 
the Sechura desert of northern Peru.  Bayovar 12 is potentially an important South American source of 
reactive phosphate rock for use as a direct application fertilizer.  The development of new supplies of 
phosphate is becoming an increasingly important issue for South America given the growing demand and 
limited supply of phosphate for fertilizer production on the continent, and the current heavy reliance on 
imported rock.  As well, elemental phosphorus from Bayovar 12 can be used in various industrial 
applications. 

In early 2016, the Company announced the results of its prefeasibility study on the Bayovar 12 Project. 
The Company subsequently engaged third party mining consultants to undertake an independent review 
of the study’s mine plan and production schedule, with a goal of optimizing the project economics.  
Following this review, an updated prefeasibility study was filed on SEDAR on June 30, 2016.  

In order to reflect management’s ongoing activities of advancing and marketing the Bayovar 12 Project, 
the Company completed effective April 23, 2018 a change of the Company’s name to “CROPS Inc.”, a 
continuance from British Columbia to the Yukon, and a consolidation of the Company’s share capital on 
the basis of one new share for every four existing shares. The Company’s common shares now trade 
under the symbol “COPS”. 

All references to loss per share, common shares, share purchase warrants and stock options in 
this MD&A reflect the share consolidation.

In August 2018, the Company completed a private placement of convertible debentures and warrants by 
the issuance to Sprott Resource Lending Partnership (“Sprott”) of $4,068,466 worth of secured 
debentures, plus warrants to purchase up to 25,427,912 common shares of the Company. The issuance 
of these debentures and warrants repaid in full the previously outstanding US$3.0 million loan held by 
Sprott. 

The Company also issued additional unsecured debentures to raise $500,000 cash proceeds, and issued 
to those debenture holders warrants to purchase up to 3,125,000 common shares. 

All of the debentures have a term of three years, and are convertible, at the election of the holder, into 
common shares of the Company at the rate of $0.08 per share (for a maximum of 57,105,824 shares) if 
converted in the first year, or at the rate of $0.10 per share (for a maximum of 45,684,660 shares) if 
converted in the second or third years.  The warrants are exercisable at a price of $0.08 per share for up 
to three years. 

The debentures bear interest which is paid quarterly at the annual rate of 8% if paid in cash or 10% if paid 
in common shares.   

The debentures and warrants issued to Sprott include a restriction such that the holder may only be 
issued the number of debenture shares or warrant shares at any given time that will not result in the 
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holder owning or controlling 20% or more of the total outstanding shares of the Company on a non-diluted 
basis, unless and until a resolution approving such issuance of shares has been passed by the 
shareholders of the Company in accordance with the applicable rules and policies of the TSX Venture 
Exchange (“TSX-V”). 

In January 2019, the Company completed a private placement financing of 11,180,000 units at $0.05 per 
unit, to raise proceeds of $559,000 for general working capital.   

Bayovar 12 Phosphate Project  

The Company’s Peruvian subsidiary, Agrifos Peru S.A.C., owns a 70% interest in Juan Paulo Quay 
S.A.C., the titleholder of the Bayovar 12 phosphate mining concession (the “Bayovar 12 Project”).  

The Bayovar 12 Project is located 70 kilometres south of the city of Piura in northern Peru, close to Vale’s 
operating Bayovar phosphate mine.  Logistics for the 12,575 hectare concession are excellent, and the 
project area is accessible year round via a series of sealed roads and highways. The Pan-American 
Highway crosses the eastern end of the property and the Chiclayo-Bayovar road transects the property.  
A network of un-maintained drill roads and access roads for small surface gypsum mining operations 
provide four wheel drive vehicle access to the remainder of the property. Power transmission lines for 
Vale’s Bayovar Mine, located 15 kilometres to the southwest, transect the Bayovar 12 Project at its 
northern end. 

In order to keep the Bayovar 12 concession in good standing, the Company must extract a minimum of 
80,000 tonnes of gypsum from the property each twelve month period ending June 30

th
 and also pay 

annual fees to the Peru mining authority and Sechura community. Based on a minimum extraction level of 
80,000 tonnes, annual fees total approximately US$210,000. The Company must also cover 70% of the 
costs of mining the gypsum and 100% of all royalties from any sales and all licence fees related to the 
concession.  

During the 2017 fiscal year, the Bayovar 12 Project region experienced an unusual weather condition 
resulting in flooding which temporarily impacted the Company’s ability to access the property and perform 
extraction activities.  As a result, the Company was unable to meet the minimum production requirements 
for the twelve month period ended June 30, 2017.  Due to these circumstances, the Peru mining authority 
extended the time period in which to complete this minimum requirement to June 30, 2018.  

During the thirteen month period ended December 31, 2018, the Company sold 10,892 tonnes of gypsum 
and produced 143,890 tonnes of gypsum, resulting in an inventory of 174,268 tonnes as of December 31, 
2018. Management is regularly in discussions with potential purchaser(s) of the gypsum to internal and 
offshore markets. 

Reactive Phosphate Rock (“RPR”) 

Most phosphate rock, roughly 85% of global mine production, is used in the manufacture of water-soluble 
fertilizers or food-grade chemicals.  However, some phosphate rock is reactive enough- usually because 
the phosphorus mineral apatite contains carbonate in its structure - that under certain soil and climate 
conditions it can simply be used as a fertilizer and applied directly to the soil without further 
processing.  Known as RPR (Reactive Phosphate Rock), this naturally occurring phosphate rock can be 
used as a reliable, low cost slow-release source of phosphorus (P) continuously adding P to the soil over 
a longer period of time than some manufactured fertilizers.  RPR works best on acid soils with 600-700 
millimetres of annual rainfall. Rock from the Bayovar district, known in the fertilizer industry as Sechura 
Phosphate Rock, is one of a small number of highly reactive phosphate rocks known globally that are 
suitable for use as a direct application fertilizer.   

Mining and processing of RPR is simpler and cheaper than the manufacture of more complex fertilizers.  
The rock is mined, usually crushed and sieved into different size fractions, and sometimes washed or 
made into granules for ease of handling and use.  The main perceived cost advantages of RPR over 
processed phosphates are therefore lower capital investment, lower processing costs, lower use of raw 
materials, and lower energy use during processing. 
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Prefeasibility Study 

In January 2016, the Company announced the results of the independent NI 43-101 pre-feasibility study 
on the Bayovar 12 Project. The Company subsequently engaged third party mining consultants to 
undertake an independent review of the study’s mine plan and production schedule, with a goal of 
optimizing the project economics.  Following this review, an updated pre-feasibility study (“Updated PFS”) 
was filed on SEDAR on June 30, 2016 and is available on our website www.crop2o5.com.   

The Updated PFS includes the following key changes-in-scope over the earlier pre-feasibility study: 

� one large processing plant instead of the staged commissioning of two smaller ones. 

� owner-operated instead of contractor-operated overburden stripping. 

� doubling of pre-production overburden stripping.  

� a simplified mine plan and production schedule.  

� larger and more efficient loading and hauling equipment.  

� a more logical and staged buildout of the tailings storage facility.  

These changes-in-scope increased capital cost, decreased operating cost and in turn significantly 
improved the financial performance of the project including payback in 3.9 years and an after-tax net 
present value7.5 of US$458 million.  Detailed highlights and a comparison of the Updated PFS results with 
the earlier study are set out in the following table: 

Life-of-Mine Highlights and Comparison with PFS
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Project Description 

The Bayovar 12 Project is a conventional truck-loader open pit mine and a process plant that is designed 
to produce 24% and 28% P2O5 direct application phosphate rock fertilizer (“DAPR”) “products”.  
Phosphate ore will be mined at a rate of 8,000 tonnes per day from 13 overburden-covered and laterally-
continuous sedimentary phosphate beds, interlayered with diatomite waste or “interburden”. Overburden, 
interburden and phosphate ore are free-digging and do not require drilling or blasting. Ongoing back-filling 
of the open pit is an integral part of a mine plan that is designed for progressive closure. The average 
Waste/Ore (“W/O”) ratio is 7.2/1.  

The beneficiation process is simple and chemical-free using sea-water washing, scrubbing and de-
sliming. Solid tailings and waste water will be stored in an adjacent tailings-evaporation pond (“TSF”).  
Fertilizer product will be trucked 40 kilometres to a dedicated seaborne loading facility.     

The project is in an established phosphate mining district. At full capacity it will produce 1 million tonnes 
of fertilizer product per year over an initial mine life of 20 years and will supply a rapidly-growing market 
for natural and plant-ready DAPR products. 

Mineral Resource and Reserve Estimates 

A systematic and wide-spaced 62-hole, 5,971 metre diamond drilling program delineated a continuous 34 
km

2
 near-surface diatomite sequence containing 13 flat-lying sedimentary phosphate beds. These beds 

are open to extension over the remaining 91 km
2
 of the concession.  

In order to support the PFS Mineral Resource Estimate, IMC completed a review of the geology and 

resource block models. IMC then developed an independent Reserve Estimate through the construction 

of a 20-year open pit shell contained within the Mineral Resource model and based on DAPR prices of 

$145/t and $185/t for 24% and 28% P2O5 products, respectively. The reader is cautioned that Mineral 

Resources that are not mineral reserves do not have demonstrated economic viability. In addition, 

the reader is reminded that the reported Mineral Resource is inclusive of the open pit-constrained Mineral 

Reserve.  

Bayovar 12 Mineral Resources and Reserves Estimates (Dry Tonnes) 
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* Minimum thickness, grade cut-off and other mining parameters were not applied. Resource Estimation includes 16 

phosphate beds. Reserve Estimation considers the uppermost 13 phosphate beds. 

Marketing 

Extensive testwork has been completed by third parties on the effectiveness of Sechura RPR as a direct 
application fertilizer on different crops and soil types. Both the International Fertilizer Development Center 
in the US and the New Zealand Ministry of Agriculture and Fisheries has carried out research into its use 
on a variety of soil types and crop species. One of the key findings from the New Zealand work was that 
the ongoing use of RPR produces a reservoir of residual phosphorus in the soil, due to the build-up of 
reserves of slow dissolving RPR over the first few years, after which the release-rate of phosphorus 
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comes into equilibrium with the application rate. This ‘residual effect’ provides a major income benefit to 
farmers during periods when lower farm incomes restrict fertilizer inputs.   

In January 2018, the Company announced an update on test work at the Bayovar 12 Project and product 
marketing. The Company had received the results of recent beneficiation work completed by Jacobs 
Engineering Group Inc. Jacobs conducted bench scale testing on phosphate beds from the Bayovar 12 
deposit based on the beneficiation flowsheet developed by Jacobs from previous test work done for the 
Company.  

The test work produced three concentrates which are classified in the high solubility rock range and 
suitable for use as a direct application fertilizer for organic farmers.  Additionally, the P2O5 grade obtained 
for each product is suitable for production of phosphoric acid fertilizer with a MER less than 0.1 and with 
commercially acceptable levels of impurities.  

The beneficiation test work flowsheet was based on the following steps: 

� Drum scrubbing  
� De-sliming at 270 mesh  
� Attrition scrubbing the +270 mesh  
� Sizing the attrition product at 28 mesh  
� Attrition scrubbing the +28 mesh followed by desliming at 270 mesh  
� Sizing the -28 mesh fraction at 100 mesh followed by desliming the -100 mesh fraction at 270 

mesh  
� Two wash products are generated: +28 mesh and -28/+100 mesh  
� The -100/+270 mesh fraction is the flotation feed  
� Reverse flotation for silica removal  
� Filtration with fresh water rising step to remove chlorines  
� Drying  

The main purpose of the test work was to generate a washed product (+100 mesh material) from each 
composite. Further representative sampling and tests will be performed when the Company conducts a 
bankable feasibility study on Bayovar 12. 

In addition to generating washed product, the sized material from high grade and low grade composites 
(-100/+270 mesh) was combined and tested for flotation.   

The test work showed that head assay of the high grade composite was 17.4% P2O5 and 29.7% acid 
insoluble (Al or Silica), and the low grade composite was 13.6% P2O5 and 35.7% acid insoluble.  Detailed 
results were: 

1. The overall wash product +100 mesh (+28 and 28/100 mesh) produced from high grade composite 
assayed 30.1% P2O5 and 3.9% Al with 25.6% weight recovered and 44.3% phosphate recovery.  The 
low grade composite assayed 29.4% P2O5 and 5.6% Al with 15.3% weight recovered and 33.2% 
phosphate recovery.  

2. The overall flotation product from the combined feed of high and low grade material assayed 30.46% 
P2O5 and 4.45% Al with 80.0% weight recovered and 94.6% phosphate recovery of the flotation feed.  

The results indicate that Bayovar 12 rock phosphate quality would be suitable as the key raw material 
feed stock in the added-value industrial phosphorus market, specifically to produce elemental phosphorus 
(P4). Key drivers of global P4 demand are the flame and fire retardant chemical business, and engine 
lubricant industries. Developing a P4 producing unit at Bayovar would utilize an important percentage of 
the Pre-Feasibility study annual production and lower the volume of exported rock phosphate to the 
international phosphate fertilizer market(s), as this industry remains balanced to soft.  

Over the past year, the Company has been in discussions with several important consumers and 
producers of P4. Key outcomes of this process have confirmed that P4 consumers in Asia, North America 
and Europe have growing demand for reliable and good quality P4 supply and that production caps, 
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environmental legislation and export duties in China and Vietnam negate any supply expansion. Key 
consumers are large integrated speciality chemical companies either publicly listed or owned by private 
equity. The Company has determined that most are actively seeking backward integration of a dedicated 
P4 supply.  The Company is holding discussions with key consumers with the aim of securing financing to 
conduct a P4 feasibility study. 

Project Outlook

The Company is currently in discussions with several groups with the aim of securing strategic partners to 
participate in the development of the Bayovar 12 Project.  

Qualified Person: Mr. David Cass, a Director of the Company, is a member of the Association of 
Professional Engineers and Geoscientists of British Columbia and the Company’s Qualified Person as 
defined by National Instrument 43-101, and is responsible for ensuring that the technical information 
contained in this MD&A is an accurate summary of the original reports and data provided to or developed 
by the Company.

Change of Year End

Effective in 2018, the Company changed its financial year end from November 30 to December 31 in 
order to align the Company’s year end with that of its Peruvian subsidiaries which operate on a calendar 
fiscal year end.  Accordingly, the financial information presented in this MD&A are based on statements of 
financial position as at December 31, 2018, November 30, 2017, and November 30, 2016 and the results 
of operations for the thirteen months ended December 31, 2018 and twelve months ended November 30, 
2017 and 2016. 

Selected Annual Information

The following table sets forth selected annual financial information of the Company for, and as at, the end 
of each of the last three financial periods ending: 

December 31,
2018 ($) 

November 30,
2017 ($) 

November 30,
2016 ($) 

Gypsum revenue 173,322 672,432 - 

Total interest and other income 1,780 4,644 4,955 

Gypsum production expenses 393,196 1,103,948 99,936 

Phosphate exploration expenditures 727,278 925,057 1,632,732 
Loss attributed to equity shareholders of the Company 
    Total 
    Basic & diluted loss per share  

(2,694,103) 
(0.05) 

(1,923,167) 
(0.04) 

(3,784,767) 
(0.12) 

Exploration and evaluation assets 9,981,135 9,842,851 9,714,445 

Goodwill - 434,696 429,025 

Total assets 11,075,963 11,988,492 11,174,927 

Total current liabilities 500,160 402,002 6,375,695 

Total long-term liabilities 7,661,954 7,159,631 3,389,582 

Non-controlling interest 2,689,631 2,595,119 2,595,168 

Cash dividends - - - 

The consolidated financial results for 2016 excluded the gypsum operations until May 1, 2016, at which 
time the Company gained control of the gypsum operations in accordance with the terms of the JPQ 
acquisition.  Until May 1, 2016, the JPQ minority shareholders acted as principals whereby they were 
responsible for the management of the gypsum operation which included receiving the benefits of any net 
proceeds from operations while also being responsible for any net loss from operations and any 
associated liabilities.  Since May 1, 2016, the Company continues to be solely responsible for certain 
costs relating to keeping the Bayovar 12 Project in good standing until certain terms of the purchase 
agreement are completed. The 2017 year was the first year for the Company to record gypsum sales 
revenue.  There were no gypsum sales during the period of May 1, 2016 to November 2016.   
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The acquisition of the Company’s 70% interest in JPQ in 2015 is the primary reason for the amount of 
total assets carried forward since then. The carrying amounts for exploration and evaluation assets for all 
three years presented relate to the phosphate part of the property.  The carrying amount for the gypsum 
mine operation was reduced to $nil in 2016 due to a write-down associated with the Company’s annual 
impairment test.  The acquisition of JPQ also resulted in goodwill with a value of $439,637 in 2015. Upon 
the acquisition, $417,932 of goodwill was allocated to the phosphate exploration and evaluation asset and 
$21,705 allocated to the mineral interest (gypsum operation).  The annual impairment test of the mineral 
interest in 2016 also resulted in $21,705 of goodwill being written off during that period and the annual 
impairment test of the phosphate exploration and evaluation asset in 2018 resulted in $430,988 of 
goodwill being written off. 

Current liabilities as of the 2017 yearend were significantly less than 2016 yearend due to a loan 
pertaining to the acquisition of JPQ being classified as a current liability for 2016 but then reclassified as 
long-term debt in 2017. This long-term loan debt was then converted to long-term convertible debenture 
debt during 2018 (see Financial Condition, Liquidity and Capital Resources section).  Included in long 
term liabilities for all three years is a deferred tax liability of $2,971,170 for 2018, $3,294,000 for 2017 and 
$3,263,000 for 2016 in addition to an asset retirement obligation for the gypsum mine operation of 
$79,109 for 2018, $169,481 for 2017 and $126,582 for 2016.  

Selected Quarterly Information 

The following table provides information for the eight fiscal quarters ended December 31, 2018: 

Fourth 
Quarter 

ended 
Dec. 31, 
2018 ($) 

Third 
Quarter 

ended 
Aug. 31, 
2018 ($) 

Second 
Quarter 

ended 
May 31, 
2018 ($) 

First 
Quarter 

ended 
Feb. 28, 
2018 ($) 

Fourth 
Quarter 

ended 
Nov. 30, 
2017 ($) 

Third 
Quarter 

ended 
Aug. 31, 
2017 ($) 

Second 
Quarter 

ended 
May 31, 
2017 ($) 

First 
Quarter 

ended 
Feb. 28, 
2017 ($) 

Gypsum revenue 59,118 112,608 1,596 - 294,452 184,473 96,363 97,144 

Total interest and 
other income - - 420 1,360 1,940 1,505 1,120 79 

Gypsum production 
expenses 131,823 139,681 78,398 43,294 576,640 299,769 160,270 67,269 

Phosphate exploration 
expenditures 209,630 151,372 199,655 166,621 286,771 242,939 232,647 162,700 

Loss attributed to 
equity shareholders of 
the Company 
    Total 
    Basic & diluted  
    loss per share 

(1,165,695) 

(0.02) 

(407,458) 

(0.01) 

(653,297) 

(0.01) 

(467,653) 

(0.01) 

(1,036,227) 

(0.02) 

(121,946) 

(0.00) 

(636,532) 

(0.01) 

(128,462) 

(0.01) 

Gypsum revenue and production expenses relate to the gypsum operation which is needed to keep the 
Bayovar 12 Project concession in good standing. In the quarter ended February 28, 2017, the Company 
began recording revenue from gypsum sales.  

Results of Operations 

All references to ‘net loss’ in the results of operations discussion below refers to the loss attributed to 
equity shareholders of the Company. 

Four months ended December 31, 2018

For the four month period ended December 31, 2018, the Company had a net loss of $1,165,695 
compared to a net loss of $1,036,227 for the three month period ended November 30, 2017, an increase 
of $129,468. The higher net loss for the current period is due to an impairment of goodwill charge of 
$430,988 and a loss on extinguishment of long-term debt of $438,937 being recorded during that period. 
The current period also included a deferred income tax recovery of $372,125 compared to a deferred 
income tax expense of $31,000 for the comparative period. The impairment of goodwill relates to the 
phosphate exploration and evaluation asset component of the Bayovar 12 Project. The loss on 
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extinguishment of long-term debt relates to the Company settling the loan from Sprott with the issuance of 
convertible debentures to Sprott. 

Gypsum revenue for the current period was $59,118 compared to $294,452 for the comparative period.  
Gypsum operation costs were $131,823 and phosphate property expenditures were $209,630 for the 
current period compared to $576,640 and $286,771, respectively, for the comparative period. 

General and administrative expenses during the current period were $333,799 compared to $346,483 for 
the comparative period, a decrease of $12,684. Significantly impacting both the current and comparative 
periods were finance expenses of $197,065 and $207,457, respectively. The finance expense is related 
to the former loan facility from Sprott which included interest charges and accretion of capitalized 
transaction costs and accretion of convertible debenture interest. Due to the current period consisting of 
four months compared to three months for the comparative period, management fees, salaries and 
benefits, and rent and utilities costs were higher for the current period.  Most other general and 
administrative costs were lower for the current period due to cost cutting efforts. 

Thirteen months ended December 31, 2018

For the thirteen months ended December 31, 2018, the Company had a net loss of $2,694,103 compared 
to a net loss of $1,923,167 for the twelve month period ended November 30, 2017, an increase of 
$770,936. As in the four month and three month comparison above, the net loss for the current fiscal year 
is significantly impacted by the $430,988 impairment of goodwill charge and the $438,937 loss on 
extinguishment of long-term debt whereas the comparative fiscal year did not record any such charges.  
Contributing to the comparative fiscal year’s lower net loss was a recovery on accounts payables and 
accrued liabilities of $402,453. This recovery related to prefeasibility engineering services invoiced in a 
prior fiscal year but subsequently waived by the service provider. The comparative fiscal year also 
recorded a foreign exchange gain of $268,834 compared to a loss of $96,185 for the current fiscal year.  

Gypsum operation costs of $393,196 during the current fiscal year were partially offset by gypsum sales 
revenue of $173,322 whereas the comparative period recorded gypsum operation costs of $1,103,948 
and sales revenue of $672,432. Phosphate property expenditures for the current fiscal year were 
$727,278 compared to $925,057 for the comparative fiscal year.  

General and administrative expenses during the current fiscal year were $1,112,778 compared to 
$1,264,233 for the comparative fiscal year, a decrease of $151,455. Both fiscal years were also 
significantly impacted by finance expenses relating to the former Sprott loan facility and convertible 
debenture interest which were $722,502 and $792,198, respectively. All other general and administrative 
expenses, with the exception of amortization, management fees, and shareholder communications were 
lower for the current fiscal year which is primarily due to cost cutting measures.  

Financial Condition, Liquidity and Capital Resources 

The Company had cash resources of $77,629 and working capital of $512,455 as of December 31, 2018 
compared to cash resources of $1,192,418 and working capital of $1,220,137 at November 30, 2017.  

In March 2015, the Company received the Sprott Loan facility of $6,231,500 (US$5,000,000), of which a 
repayment of $670,450 (US$500,000) was made in March 2017.  In August 2018, the outstanding 
principal and accrued interest balance of $4,068,465 (US$3,114,019) was paid in full by issuing secured 
convertible debentures and 25,427,912 share purchase warrants to Sprott.  

Also in August 2018, the Company raised $500,000 through the issuance of unsecured convertible 
debentures and 3,125,000 share purchase warrants to related parties. These proceeds are allocated to 
maintaining and marketing of the Bayovar 12 Project, gypsum production activities, and general working 
capital purposes. 

In January 2019, subsequent to year end, the Company closed a non-brokered private placement of 
11,180,000 units at $0.05 per unit for proceeds of $559,000.  Each unit consists of one common share of 
the Company and one share purchase warrant, each warrant entitling the holder to purchase one 
additional common share of the Company at $0.05 for one year from closing. 

As of December 31, 2018, working capital includes 174,268 tonnes of gypsum inventory with a carrying 
cost of $562,701. During the year ended December 31, 2018, the Company sold 10,892 tonnes of 
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gypsum for gross proceeds of $173,322. The Company continues to pursue opportunities to sell its 
gypsum inventory. 

The Company does not expect its current capital resources to be sufficient to cover its corporate 
operating costs, gypsum extraction costs and annual fees to keep the Bayovar 12 Project in good 
standing, and any property development programs through the next twelve months. As such, the 
Company will need to raise additional capital. Actual funding requirements may vary from those planned 
due to a number of factors, including the progress of property development activity. While the Company 
has been successful in securing financings in the past, there is no assurance that it will be able to do so 
in the future. 

Financial Instruments and Risk Management 

The Company is exposed to the following financial risks: 

� Market Risk; 
� Credit Risk; and 
� Liquidity Risk 

In common with all other businesses, the Company is exposed to risks that arise from its use of financial 
instruments.  This note describes the Company’s objectives, policies and processes for managing those 
risks and the methods used to measure them.  Further quantitative information in respect of these risks is 
presented throughout these consolidated financial statements. 

General Objectives, Policies and Processes

The Board of Directors has overall responsibility for the determination of the Company’s risk management 
objectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority 
for designing and operating processes that ensure the effective implementation of the objectives and 
policies to the Company’s finance function. The Board of Directors reviews the effectiveness of the 
processes put in place and the appropriateness of the objectives and policies it sets. 

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without 
unduly affecting the Company’s competitiveness and flexibility. Further details regarding these policies 
are set out below. 

a) Market Risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest 
rates will affect the Company’s income or the value of its holdings of financial instruments. The 
objective of market risk management is to manage and control market risk exposures within 
acceptable parameters, while optimizing the return. As at December 31, 2018, the Company is 
exposed to foreign currency risk and interest rate risk. 

Foreign Currency Risk 

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates. The Company is exposed to fluctuations in 
foreign currencies through its operations in Canada and Peru. The Company monitors this exposure, 
but has no hedge positions. 

As at December 31, 2018 and November 30, 2017, the Company was exposed to currency risk 
through the following financial assets and liabilities denominated in currencies other than the 
Canadian dollar: 
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December 31, 2018 November 30, 2017 
Peruvian 

Soles   US Dollars   
Peruvian

Soles   US Dollars  
 (CDN 

equivalent)  
 (CDN 

equivalent)   
 (CDN 

equivalent)  
 (CDN 

equivalent)  

Cash  $          2,305   $           3,418    $          1,192   $       280,082  

Taxes receivable 212,663 -  94,184 - 

Other receivables 56,756  -   30,240  77,628  

Liabilities  (206,787)  (13,948)   (196,488)  (3,900,495) 

 $        64,937  $  (10,530)   $      (70,872)  $  (3,542,785) 

Based on the above net exposures at December 31, 2018, a 10% depreciation or appreciation of the 
above currencies against the Canadian dollar would result in an increase or decrease of 
approximately $5,400 (November 30, 2017: $361,400) in the Company’s after tax net earnings, 
respectively. 

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 is exposed to interest rate risk 
on its long-term debt and cash. As the Company’s cash is currently held in an interest bearing bank 
account and the Company’s long-term debt is subject to a fixed interest rate, management considers 
the interest rate risk to be limited. 

b) Credit Risk  

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to 
meet its contractual obligations. The Company’s credit risk is primarily attributable to its cash and 
other receivables. The Company limits exposure to credit risk by maintaining its cash with large 
financial institutions. The Company does not have cash that is invested in asset based commercial 
paper. For other receivables, the Company estimates, on a continuing basis, the probable losses and 
provides a provision for losses based on the estimated realizable value. 

c) Liquidity Risk  

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall 
due.  The Company’s approach to managing liquidity risk is to provide reasonable assurance that it 
will have sufficient funds to meet liabilities when due. The Company manages its liquidity risk by 
forecasting cash flows required by operations and anticipated investing and financing activities.  All of 
the Company’s short-term financial liabilities as of December 31, 2018 have contractual maturities of 
less than 45 days and are subject to normal trade terms.  

Related Party Transactions 

The Company’s related parties with transactions during the thirteen months ended December 31, 2018 
and twelve months ended November 30, 2017 consist of directors, officers and the following companies 
with common directors: 

Related party  Nature of transactions  

Radius Gold Inc. (“Radius”) Shared office, administrative, and personnel costs  

Gold Group Management Inc. (“Gold Group”) Shared office, administrative, and personnel costs  

Medgold Resources Corp. (“Medgold”) Shared personnel costs  

Mill Street Services Ltd. (“Mill Street”) Management services 

Puerto de Bayovar SAC Port services 
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Related party transactions for thirteen months ended December 31, 2018 and twelve months ended 
November 30, 2017, in addition to related party transactions disclosed elsewhere in the consolidated 
financial statements, comprise the following: 

a) The Company reimbursed Gold Group, a company controlled by the Chief Executive Officer of the 
Company, for shared administration costs consisting of the following: 

Four months 
ended 

December 31, 
2018 

Three months 
ended 

November 30, 
2017 

Thirteen months 
ended 

December 31,
2018

Twelve months 
ended 

November 30, 
2017

Office and miscellaneous  $                6,190   $            4,872   $          21,827  $          25,597

Regulatory and stock exchange fees 1,083 114 7,335 14,811

Rent and utilities 6,754  4,850  21,594 26,532

Salaries and benefits 18,192  14,887  74,783 72,913

Shareholder communication 250  - 1,768 1,042

Travel and accommodation 4,648  6,457  16,657 19,578

Exploration expenditures 8,100  -  8,100 -

 $              45,217   $          31,180   $        152,064  $        160,473

Gold Group is reimbursed by the Company for these shared costs and other business related 
expenses paid by Gold Group on behalf of the Company. Salary and benefits include those for the 
Chief Financial Officer and Corporate Secretary. 

b) The Company had gypsum sales of $49,368 (twelve months ended November 30, 2017: $115,584) to 
and reimbursed $465 (twelve months ended November 30, 2017: $38,636) for expenditures by 
Puerto de Bayovar, a company controlled by the NCI.   

c) The Company incurred port service costs of $Nil (twelve months ended November 30, 2017: 
$104,409) from Puerto de Bayovar. 

Other receivables as of December 31, 2018 include $54,112 (November 30, 2017: $77,077) owing from 
Puerto de Bayovar for gypsum sales as of December 31, 2018. 

Prepaid expenses and deposits as of December 31, 2018 include $3,181 (November 30, 2017: $100) 
paid to Gold Group. 

Long term deposits as of December 31, 2018 consists of $61,000 (November 30, 2017: $61,000) paid to 
Gold Group and are related to the shared administrative services agreement with Gold Group. Upon 
termination of the agreement, the deposits, less any outstanding amounts owing to Gold Group, are to be 
refunded to the Company. 

Accounts payables and accrued liabilities as of December 31, 2018 includes $144,927 (November 30, 
2017: $17,481) owing to Gold Group, $700 owing to Mill Street, a company controlled by the Chief 
Executive Officer, $Nil (November 30, 2017: $27,569) owing to the current President for management 
fees, and $Nil (November 30, 2017: $8,750) owing to the former President for accrued management and 
geological fees. The amount owing to Gold Group is partially secured by a deposit and is interest bearing 
if not paid within a certain period.  

During the twelve months ended November 30, 2017, the Company repaid short term advances of 
$110,133 made by a Director of the Company and $10,000 made by the Chief Executive Officer of the 
Company. 

Key management compensation 

Key management personnel are persons responsible for planning, directing and controlling the activities 
of an entity, and include certain directors and officers. Key management compensation comprises: 
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Four months 
ended 

December 31, 
2018 

Three months 
ended 

November 30, 
2017 

Thirteen months 
ended 

December 31,
2018 

Twelve months 
ended 

November 30, 
2017

Management fees  $             14,000   $          10,500   $          45,000  $          45,000 

Geological fees
(1) (2)

40,000  91,945  137,639 234,078

Salaries and benefits 5,042  5,042  25,071 22,459

 $           59,042   $        107,487   $        208,210  $        301,537

(1)  During the thirteen months ended December 31, 2018, 87,500 common shares with a fair value of 
$8,750 were issued to the former President of the Company for services provided and a total of 
229,167 common shares with a fair value of $25,208 were issued to the current President of the 
Company for services provided, of which $7,639 was charged to operations for the thirteen months 
ended December 31, 2018 and $26,319 was charged to operations in the prior fiscal year. 

(2)  During the twelve months ended November 30, 2017, 105,000 common shares with a fair value of 
$16,800 were issued to the former President of the Company for services provided and a total of 
229,166 common shares with a fair value of $38,959 were issued to the current President of the 
Company for services provided. 

There were no share-based payments made to directors not specified as key management personnel 
during the thirteen months ended December 31, 2018 and twelve months ended November 30, 2017. 

Key management personnel were not paid post-employment benefits, termination benefits or other long-
term benefits during the thirteen months ended December 31, 2018 and twelve months ended November 
30, 2017. 

Other Data 

Additional information related to the Company is available for viewing at www.sedar.com.  

Share Position and Outstanding Warrants, Stock Options, and Convertible Debentures 

The Company’s outstanding share position as at April 18, 2019 is 69,890,620 common shares and the 
following share purchase warrants, convertible debentures, and incentive stock options are currently 
outstanding: 

WARRANTS 

No. of warrants Exercise price Expiry date 

11,180,000 $0.05 January 16, 2020 

4,668,000 $0.80
(1)

November 11, 2020 

25,427,912 $0.08 August 23, 2021
(2)

3,125,000 $0.08 August 30, 2021
(3)

25,553,525 $0.40 March 22, 2022 

69,954,437 

(1)
 The exercise price for these warrants was $0.60 until November 11, 2018 and then $0.80 until November 11, 2020. 

(2)
 The expiry date for these warrants may be accelerated to (i) August 23, 2019 if the convertible debentures issued on 

August 23, 2018 are fully repaid or converted to common shares of the Company within the first year of issuance, or 
(ii) immediately upon these debentures being repaid or converted in full during the second or third years. 

(3)
 The expiry date for these warrants may be accelerated to: (i) August 30, 2019 if the convertible debentures issued on 

August 30, 2018 are fully repaid or converted to common shares of the Company within the first year of issuance, or 
(ii) immediately upon these debentures being repaid or converted in full during the second or third years. 
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CONVERTIBLE DEBENTURES 

No. of debentures Conversion rate Expiry date 

50,855,824
(1)

$0.08 / $0.10
(1)

 August 23, 2021 

6,250,000
(2)

$0.08 / $0.10
(2)

 August 30, 2021 

57,105,824 

(1)
 If the debentures are converted within the first year, the conversion rate is $0.08 and the maximum number of shares 

issued would be 50,855,824. If the debentures are converted during the second or third years, the conversion rate is 
$0.10 and the maximum number of shares issued would be 40,684,660. 

(2)
 If the debentures are converted within the first year, the conversion rate is $0.08 and the maximum number of shares 

issued would be 6,250,000. If the debentures are converted during the second or third years, the conversion rate is 
$0.10 and the maximum number of shares issued would be 5,000,000. 

STOCK OPTIONS

No. of options Exercise price Expiry date 

   18,750 $1.20 June 28, 2021 

326,250 $0.84 June 19, 2022 

37,500 $0.84 July 10, 2022 

565,000 $0.88 December 17, 2023 

11,250 $0.88 January 14, 2024 

3,750 $1.04 June 4, 2024 

962,500 

Adoption of New and Amended IFRS Pronouncements  

The Company will be required to adopt the following standard and amendments issued by the IASB as 
described below. The Company is in the process of evaluating the impact of these new standards and 
amendments on its consolidated financial statements

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration  

On December 8, 2016, the IASB issued IFRIC Interpretation 22 Foreign Currency Transactions and 
Advance Consideration. The Interpretation clarifies which date should be used for translation when a 
foreign currency transaction involves an advance payment or receipt. The Interpretation is applicable for 
annual periods beginning on or after January 1, 2018. Earlier application is permitted. The Interpretation 
clarifies that the date of the transaction for the purpose of determining the exchange rate to use on initial 
recognition of the related asset, expense or income (or part of it) is the date on which an entity initially 
recognizes the non-monetary asset or non-monetary liability arising from the payment or receipt of 
advance consideration.  

Effective for the Company’s annual period beginning January 1, 2019.  

IFRS 9 Financial Instruments  

IFRS 9 will replace IAS 39 Financial Instruments: Recognition and Measurement and IFRIC 9 
Reassessment of Embedded Derivatives. The final version of this new standard supersedes the 
requirements of earlier versions of IFRS 9. 

The main features introduced by this new standard compared with predecessor IFRS are as follows: 

� Classification and measurement of financial assets: 

Debt instruments are classified and measured on the basis of the entity's business model for 
managing the asset and its contractual cash flow characteristics as either: “amortized cost”, “fair 
value through other comprehensive income”, or “fair value through profit or loss” (default). Equity 
instruments are classified and measured as “fair value through profit or loss” unless upon initial 
recognition elected to be classified as “fair value through other comprehensive income”.  
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When an entity elects to measure a financial liability at fair value, gains or losses due to changes in 
the entity’s own credit risk is recognized in other comprehensive income (as opposed to previously 
profit or loss). This change may be adopted early in isolation of the remainder of IFRS 9.  

� %/2&-3/*05 1+ +-0&0(-&. &44*54"

An expected credit loss impairment model replaced the incurred loss model and is applied to 
financial assets at “amortized cost” or “fair value through other comprehensive income”, lease 
receivables, contract assets or loan commitments and financial guarantee contracts. An entity 
recognizes twelve-month expected credit losses if the credit risk of a financial instrument has not 
increased significantly since initial recognition and lifetime expected credit losses otherwise.

� $*),* &((1605-0,"

Hedge accounting remains a choice, however, is now available for a broader range of hedging 
strategies. Voluntary termination of a hedging relationship is no longer permitted. Effectiveness 
testing now needs to be performed prospectively only. Entities may elect to continue to applying 
IAS 39 hedge accounting on adoption of IFRS 9 (until the IASB has completed its separate project 
on the accounting for open portfolios and macro hedging). 

Effective for the Company's annual period beginning January 1, 2019.  

IFRS 15 Revenue from Contracts with Customers  

IFRS 15, Revenue from Contracts with Customers specifies how and when revenue should be 
recognized as well as requiring more informative and relevant disclosures. The standard supersedes IAS 
18 Revenue, IAS 11 Construction Contracts, and a number of revenue-related interpretations. Application 
of the standard is mandatory and it applies to nearly all contracts with customers: the main exceptions are 
leases, financial instruments and insurance contracts. 

Effective for the Company’s annual period beginning January 1, 2019.  

IFRS 16 Leases  

On January 13, 2016, the IASB issued IFRS 16 Leases of which requires lessees to recognize assets 
and liabilities for most leases. For lessors, there is little change to the existing accounting in IAS 17 
Leases. The new standard will be effective for annual periods beginning on or after January 1, 2019. 
Early application is permitted, provided the new revenue standard, IFRS 15 Revenue from Contracts with 
Customers, has been applied, or is applied at the same date as IFRS 16.  

Effective for the Company’s annual period beginning January 1, 2019.  

IFRS 17 Insurance Contracts 

IFRS 17 is a new standard that requires insurance liabilities to be measured at a current fulfillment value 
and provides a more uniform measurement and presentation approach for all insurance contracts. These 
requirements are designed to achieve the goal of a consistent, principle-based accounting for insurance 
contracts. IFRS 17 supersedes IFRS 4, Insurance Contracts, and related interpretations.  

Effective for the Company’s annual period beginning January 1, 2021.  

Risks and Uncertainties 

Mineral Property Exploration and Mining Risks 

The business of mineral deposit exploration and extraction involves a high degree of risk. Few properties 
that are explored ultimately become producing mines. At present, the Company’s Bayovar 12 Project 
does not have a known commercially viable ore deposit, with the exception of a small gypsum surface 
mining operation on the property.  The Company’s mineral property is also located in an emerging nation 
and consequently may be subject to a higher level of risk compared to developed countries. The main 
operating risks include: securing adequate funding to maintain and advance exploration properties; 
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ensuring ownership of and access to mineral properties by confirmation that option agreements, claims or 
leases are in good standing; and obtaining permits for drilling and other exploration activities.   

Title to Mineral Property Risks 

The Company does not maintain insurance against title. Title on mineral properties and mining rights 
involves certain inherent risks due to the difficulties of determining the validity of certain claims as well as 
the potential for problems arising from the frequently ambiguous conveyance history of many mining 
properties. The Company has diligently investigated and continues to diligently investigate and validate 
title to its mineral claims; however, this should not be construed as a guarantee of title. The Company 
cannot give any assurance that title to properties it acquired will not be challenged or impugned and 
cannot guarantee that the Company will have or acquire valid title to these mineral properties.   

Commodity Price Risk 

The Company is exposed to commodity price risk. Declines in the market price of phosphate may 
adversely affect the Company’s ability to raise capital in order to fund its ongoing operations. Commodity 
price declines could also reduce the amount the Company would receive on the disposition of its mineral 
property to a third party and gypsum price declines could impact the Company’s ability to sell its gypsum 
inventory. 

Financing and Share Price Fluctuation Risks 

The Company has limited financial resources, no source of operating cash flow other than proceeds from 
sales of mineral properties or mineral property rights, and has no assurance that additional funding will be 
available to it for further exploration and development of its projects. Further exploration and development 
of the Company’s projects may be dependent upon the Company’s ability to obtain financing through 
equity or debt financing or other means. Failure to obtain this financing could result in delay or indefinite 
postponement of further exploration and development of its projects which could result in the loss of one 
or more of its properties. 

Securities markets have at times in the past experienced a high degree of price and volume volatility, and 
the market price of securities of many companies, particularly those considered to be exploration stage 
companies such as the Company, have experienced wide fluctuations in share prices which have not 
necessarily been related to their operating performance, underlying asset values or prospects. There can 
be no assurance that these kinds of share price fluctuations will not occur in the future, and if they do 
occur, how severe the impact may be on the Company’s ability to raise additional funds through equity 
issues. 

Political, Regulatory and Currency Risks 

The Company is currently operating in a country that has a relatively stable political and regulatory 
environment. However, changing political aspects may affect the regulatory environment in which the 
Company operates and no assurances can be given that the Company's plans and operations will not be 
adversely affected by future developments. The Company's property interests and proposed exploration 
activities in emerging nations are subject to political, economic and other uncertainties, including the risk 
of expropriation, nationalization, renegotiation or nullification of existing contracts, mining licenses and 
permits or other agreements, changes in laws or taxation policies, currency exchange restrictions, and 
changing political conditions and international monetary fluctuations.  

The Company’s equity financings are sourced in Canadian dollars but for the most part it incurs its 
expenditures in Peruvian Soles and US dollars. At this time there are no currency hedges in place. 
Therefore a weakening of the Canadian dollar against the Peruvian Sole or US dollar could have an 
adverse impact on the amount of exploration conducted.  

Insured and Uninsured Risks 

In the course of exploration, development and production of mineral properties, the Company is subject to 
a number of hazards and risks in general, including adverse environmental conditions, operational 
accidents, labor disputes, unusual or unexpected geological conditions, changes in the regulatory 
environment and natural phenomena such as inclement weather conditions, floods, and earthquakes.  
Such occurrences could result in damage to the Company’s properties or facilities and equipment, 
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personal injury or death, environmental damage to properties of the Company or others, delays, monetary 
losses and possible legal liability. 

Although the Company may maintain insurance to protect against certain risks in such amounts as it 
considers reasonable, its insurance may not cover all the potential risks associated with its operations.  
The Company may also be unable to maintain insurance to cover these risks at economically feasible 
premiums or for other reasons. Should such liabilities arise, they could reduce or eliminate future 
profitability and result in increased costs, have a material adverse effect on the Company’s results and a 
decline in the value of the securities of the Company. 

Environmental Risks 

The activities of the Company are subject to environmental regulations issued and enforced by 
government agencies. Environmental legislation is evolving in a manner that will require stricter standards 
and enforcement and involve increased fines and penalties for non-compliance, more stringent 
environmental assessments of proposed projects, and a heightened degree of responsibility for 
companies and their officers, directors and employees. There can be no assurance that future changes in 
environmental regulation, if any, will not adversely affect the Company’s operations. Environmental 
hazards may exist on properties in which the Company holds interests which are unknown to the 
Company at present. 

Community Risks 

The activities of the Company may be subject to negotiations with the local communities on or nearby its 
mineral property concessions for access to facilitate the completion of geological studies and exploration 
work programs. The Company’s operations could be significantly disrupted or suspended by activities 
such as protests or blockades that may be undertaken by such certain groups or individuals within the 
community.  

Competition 

The Company will compete with many companies and individuals that have substantially greater financial 
and technical resources than the Company for the acquisition and development of its projects as well as 
for the recruitment and retention of qualified employees. 
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SCHEDULE “E” 

CROPS AUDIT COMMITTEE CHARTER 

CROPS INC. 

(the “Company”) 

AUDIT COMMITTEE CHARTER 

Purpose 

The primary function of the Audit Committee is to assist the Board of Directors of the Company (the “Board”) in 

fulfilling its oversight responsibilities by reviewing the financial information to be provided to the shareholders and 

others, the systems of internal controls and management information systems established by management and the 

Company’s external audit process and monitoring compliance with the Company’s legal and regulatory requirements 

with respect to its financial statements. 

Responsibilities and Authority 

Subject to the powers and duties of the Board, the Board has delegated to the Audit Committee the following powers 

and duties to be performed by the Audit Committee on behalf of and for the Board. Nothing in this Charter is intended 

to or does confer on any member a higher standard of care or diligence than that which applies to the directors as a 

whole. 

1. In the course of fulfilling its specific responsibilities hereunder, the Audit Committee is expected to maintain 

an open communication between the Company’s external auditors and the Board. 

2. The Audit Committee shall be responsible for making the following recommendations to the Board: 

(a) the external auditor to be nominated for the purpose of preparing or issuing an auditor’s report or 

performing other audit, review or attest services for the Company; and 

(b) the compensation of the external auditor. 

3. The Audit Committee shall be directly responsible for overseeing the work of the external auditor, including 

the resolution of disagreements between management and the external auditor regarding financial reporting. 

This responsibility shall include: 

(a) reviewing with management and the external auditor any proposed changes in major accounting 

policies, the presentation and impact of significant risks and uncertainties, and key estimates and 

judgments of management that may be material to financial reporting; 

(b) questioning management and the external auditor regarding significant financial reporting issues 

discussed during the fiscal period and the method of resolution; 

(c) reviewing audited annual financial statements, in conjunction with the report of the external auditor; 

(d) reviewing any problems experienced by the external auditor in performing the audit, including any 

restrictions imposed by management or significant accounting issues on which there was a 

disagreement with management; and 

(e) reviewing the evaluation of internal controls by the external auditor, together with management’s 

response. 

4. The Audit Committee shall review interim unaudited financial statements before release to the public. 



 

E-2 
 

5. The Audit Committee shall review all public disclosures of audited or unaudited financial information before 

release, including any prospectus, annual report, annual information form, and management’s discussion and 

analysis. 

6. The Audit Committee shall review the appointments of the chief financial officer and any other key financial 

executives involved in the financial reporting process, as applicable. 

7. Except as exempted by securities regulatory policies, the Audit Committee shall pre-approve all non-audit 

services to be provided to the Company or its subsidiary entities by the external auditor. 

8. The Audit Committee shall establish procedures for: 

(a) the receipt, retention and treatment of complaints received by the Company regarding accounting, 

internal accounting controls, or auditing matters; and 

(b) the confidential, anonymous submission by employees of the Company of concerns regarding 

questionable accounting or auditing matters. 

9. The Audit Committee shall periodically review and approve the Company’s hiring policies, if any, regarding 

partners, employees and former partners and employees of the present and former external auditor of the 

Company. 

10. The Audit Committee shall have the authority to: 

(a) to engage independent counsel and other advisors as it determines necessary to carry out its duties; 

(b) to set and pay the compensation for any advisors employed by the Audit Committee; and 

(c) to communicate directly with the external auditors. 

The Audit Committee does not plan or perform audits or warrant the accuracy or completeness of the Company’s 

financial statements or financial disclosure or compliance with generally accepted accounting procedures as these are 

the responsibility of management and the external auditors. 

Relationship with External Auditors 

The external auditor is required to report directly to the Audit Committee. Opportunities shall be afforded periodically 

to the external auditor and to members of senior management to meet separately with the Audit Committee. 

Composition 

The Audit Committee is composed of a minimum of three Directors, a majority of whom are independent and all of 

whom have relevant skills and/or experience in the Audit Committee’s areas of responsibility as required by the 

securities laws applicable to the Company, including those of any stock exchange on which the Company’s securities 

are traded. 

The members and Chair of the Audit Committee are appointed or confirmed by the Board annually and hold office at 

the pleasure of the Board. The Board fills any vacancy on, or any additional members to, the Audit Committee. 

Structure and Operations 

1. The Audit Committee shall meet in person or by conference call as frequently as necessary to carry out its 

responsibilities under this Charter, but in any event at least once per year. 
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2. With the assistance of the Corporate Secretary of the Company, the Audit Committee Chair shall be 

responsible for calling the meetings of the Audit Committee, establishing meeting agenda with input from 

management, and supervising the conduct of the meetings. 

3. The minutes of all meetings shall be recorded by the Corporate Secretary of the Company or such other 

person as appointed by the Audit Committee Chair. 

4. A majority of the independent members of the Audit Committee will constitute a quorum for conducting 

business at a meeting of the Audit Committee. 

5. The Audit Committee may request any officer or other employee of the Company, or any representative of 

the Company’s legal counsel or other advisors, to attend a meeting or to meet with any members or 

representatives of the Audit Committee. 

Effective Date 

This Charter was implemented by the Board on October 22, 2014. 
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SCHEDULE “F” 

TECHNICAL REPORT SUMMARY 

INFORMATION CONCERNING THE SUPERIOR LAKE PROJECT 

 

For a complete description of the Superior Lake Zinc Project (the “Superior Lake Project”) see the report entitled 

“Amended and Restated NI 43-101 Technical Report on the Mineral Resource Estimation of the Pick Lake and 

Winston Lake Properties, Ontario, Canada” effective October 15, 2020 (the “Superior Lake Technical Report”), 

prepared by Marat Abzalov, Ph.D, FAusIMM.  

The information contained in this schedule has been derived from the Superior Lake Technical Report, is subject to 

certain assumptions, qualifications and procedures described in the Superior Lake Technical Report and is qualified 

in its entirety by the full text of the Superior Lake Technical Report. Reference should be made to the full text of the 

Superior Lake Technical Report, which is incorporated by reference herein and is available for viewing under CROPS 

Inc.’s profile on SEDAR at www.sedar.com. 

All capitalized terms used in the summary below that are not otherwise defined shall have the meanings ascribed 

thereto in the Superior Lake Technical Report. 

Property Description and Location 

This section describes the location of the Superior Lake Project and explains the land tenure of the claims included 

into the Superior Lake Project. 

Location 

The property is located approximately 150 km east of Thunder Bay. It is located within National Topographic System 

(“NTS”) map sheets 42D/14 (Figure 1.1) in the Pays Plat Lake area. The approximate coordinate’s centre of the 

property is 471520E and 542630N (UTM NAD 83, Zone 16). 
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(a) 

 
(b) 

Figure 1: Location of the Pick-Winston Lakes (PWL) project: (a) map of Ontario 

 

Figure 2: Claims at the Superior Lake Project 
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Property Description and Tenure 

Project Ownership 

After mining ceased at both Winston Lake deposit (“Winston Lake Claims”) and Pick Lake deposit (“Pick Lake 

Claims” and together the “Pick-Winston Claims”), the claims covering both deposits were held by Inmet Mining 

Corporation (“Inmet”). During a review of mining claims by the government of Ontario, where mining claims were 

standardised to 400m x 400m claims, the Pick Lake Claims were staked by Kevin Kivi, a prospector, in 2008. 

In 2013, First Quantum Minerals Ltd (TSE:FM, “FQML”) acquired Inmet and the ownership of the Winston Lake 

project site. In 2016 Ophiolite Holdings Pty Ltd (“Ophiolite” or the “Company”) entered into an option agreement 

with Mr. Kivi on the Pick Lake Claims. A further agreement through Ishine International Resources Ltd (“Ishine”), 

along with an option agreement on the Winston Lake tenements created Superior Lake Resources Limited (ASX:SUP, 

“Superior Lake”), an ASX-listed company.  

The Superior Lake Project is owned by Ophiolite. Superior Lake (formerly, Ishine) owns 87.5% of Ophiolite. The 

minority shareholders in Ophiolite (remaining 12.5%) are required to contribute or be diluted down for any further 

project expenditure. Before Superior Lake commits to developing the Superior Lake Project, it is expected that 

agreement will be reached for the minority shareholders of Ophiolite to exchange their Ophiolite shares for shares in 

Superior Lake. 

The Pick-Winston Claims will be acquired by CROPS Inc. (“CROPS”) through the acquisition (the “Acquisition”) 

by CROPS of all of the issued and outstanding shares in Pick Lake Mining Limited (“Pick Lake”), an indirect 

subsidiary Superior Lake. Completion of the Acquisition is subject to a number of conditions, including the approval 

of the Acquisition by the shareholders of both CROPS and Superior Lake. At the time of the Acquisition, Pick Lake 

will own the Pick Lake property and will have been assigned the option agreement on the Winston Lake Claims. In 

order to exercise the Winston Lake option agreement and acquire 100% ownership of the Pick-Winston property, Pick 

Lake Mining must replace the optionor’s outstanding letter of credit currently issued in favour of the Ontario mining 

authority. 

Pick Lake’s ownership of the Pick-Winston Claims is subject to the following royalties: 

• 2% NSR to the previous owner of the Pick Lake Claims, 50% of which NSR may be bought back for C.$1.0 

million; and 

• 2% NSR to the previous owner of the Winston Lake Claims, 50% of which NSR may be bought back for 

C$3.0 million. 

Tenure 

The Superior Lake Project is located within a single contiguous group of claims consisting of 23 patented mining 

claims, 2 mining leases, 26 legacy claims, 23 boundary claims and 276 single cell claims. The regional tenements 

consist of 55 legacy claims, 28 boundary claims, 242 multi-cell claims and 462 single cell claims mining claims 

covering approximately 176 square kilometres (km2). The tenements are all in good standing, with Superior Lake 

engaging the Claim Group Inc. (the “Claim Group”) out of Belleville, Ontario to manage the regulatory requirements 

of the mining claims. CROPS will continue to engage the Claim Group to manage the regulatory requirements. 

CROPS has engaged the Weilers Law firm for independent opinion on the claims status which includes details of 

surface and access rights to the Pick-Winston Claims. 

All but one of the claims comprising the Properties provide the claim owner with mineral rights, and, with certain 

conditions, surface rights. The surface rights are subject to Crown Reservations relating to roads, trees, navigable 

waters, and shore access, as applicable. The surface rights to one claim are owned by a third party. 
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Claims Status 

Description of the claims status is based on information supplied by management which was based on the claims status 

obtained from the Claim Group (John L. Brassard, President, the Claim Group Inc., 26 Brimley Ct., Belleville, ON 

K8N 5L5) in August, 2020.  

Status of Pick-Winston Claims  

The status of the Pick-Winston Claims remains secure while the submitted assessment reports and associated pending 

distributions are reviewed by the Ministry of Energy, Northern Development and Mines (“MENDM”). The 

assessment report submissions included: 

• Report of Work Assessment: Line Cutting and Ground Geophysical Report ($219,556) submitted Dec. 

23, 2019. 

• Distribution completed for Line Cutting and Ground Geophysical Report submitted Dec 23, 2019. 

• Report of Work Assessment: 2018-2019 Diamond Drilling Report ($880,350) submitted Sept 30, 2019 

• Distribution completed for 2018-2019 Diamond Drilling Report submitted Sept 30, 2019 

• Report of Work Assessment: Mapping and Sampling Report ($79,262) submitted Oct 30, 2019. 

• Distribution completed for Mapping and Sampling Report submitted Oct 30, 2019 

• Report of Work Assessment: Diamond Drilling Report ($990,207) currently in the process of being 

submitted – final draft in circulation (Pending Distribution). 

MENDM has 90 days following each of these submission dates to respond with an approval letter, or a “Notice of 

Determination” which might include notification that the Minister intends to make a determination to reject certain 

work, or reduce some assessment credits. In this case, SLR would have 45 days to respond.  

In extreme cases, the Minister may respond with a “Rejection of Assessment Work Report” (where the report failed 

to meet the requirements of the Regulation, or requirements set out in the technical standards). 

If no notice of determination is sent by the Minister within 90 days, all work and expenses included in the report shall 

be deemed to be accepted. 

Future Status of Pick Lake and Winston Lake Claims 

Assessment credits will be required for renewing all Pick-Winston Claims in 2020, and for topping up the 25 “claims 

to lease” when required. Totals assessment credits needed will be $103,400 for annual renewal of the 100 Pick-

Winston Claims, and approximately $40,000 to meet requirements for the 25 “claims to lease”.  

Subsequent renewals for the Pick-Winston Claims will be $93,400 per year for the 75 claims not included in the 

“claims to lease”. 

The Pick-Winston Claims are currently benefiting from the relief from mining land management related duties due to 

the COVID-19 pandemic.  As such: 

• claim holders with anniversary dates on or before 31 December 2020 can apply for an exclusion of time for a 

period of up to 12 months within the 30 days preceding the anniversary date; 

• to reduce the number of applications, contiguous claims due outside the 30-day window, but on or before 31 

December 2020, may be included in the initial request; and 

• all claims in the request will be protected from forfeiture until MENDM has processed the request. 

Exclusion of times for the Pick-Winston Claims are being made according to the protocol set out above. 
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Status of Outer Tenements 

All 129 multi-cell and boundary cell claims are secure and listed by MENDM as “Active” (Pending Proceedings: Hold 

‐ Special Circumstances Apply (Yes)).  This status is a result of Superior Lake’s request for an “Exclusion of Time” 

due to the Pays Plat moratorium (the “Moratorium”). The claims should remain in this status until the Moratorium 

is lifted, but the request may have to be re-submitted annually.  

Environmental Liabilities and Permitting 

The Superior Lake Project is free of environmental liabilities. The author has been advised by the management of 

Superior Lake that there are no impediments to recommencement of mining activities (Figure 1.3.) 

 

Figure 3: Superior Lake – Existing Permits 

The environmental considerations are limited to the site rehabilitation, including the stockpile area, tailings dam, 

storage dams, and building foundations. Some restoration works have been initiated for the building foundations. The 

author was informed by Superior Lake’s management that a mining claim holder (of staked claims) is not liable for 

pre‐existing environmental issues on their claims, however he would become liable for a pre‐existing hazard if it were 

to disturb it, for example by excavating a stockpile. 

If in the future, a party obtains mining rights by staking a mining claim they will then be responsible for the pre‐

existing liabilities on the claim (stockpiles, tailings etc.) and any necessary rehabilitation. This work would be covered 

in a mine closure plan for any new proposed mine. 

Monitoring of the water quality from the mine started at mine closure and will be required for a period of at least 10 

years. 

Permits that are currently in place are presented in the Superior Lake Technical Report. Additional permits required 

for development of the Superior Lake Project have been requested by Superior Lake and the applications have been 

submitted.  

Social and Community Impact 

The author has been advised by Superior Lake’s management that the consultation process with First Nations groups 

and local communities has started.  The Company is waiting for the official notice from MENDM listing which First 

Nations groups will need to be negotiated with. However, the Company recognises that the Pays Plat First Nation 

Group (“Pays Plat”) will be the primary group and as such has held a number of meetings with the Chief and Band 

Council with a Memorandum of Understanding (“MoU”) drafted and currently with Pays Plat’s Council for comment. 
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The MoU is considered a preliminary step towards obtaining the necessary Impact Benefit Agreements (“IBA”) with 

the First Nations groups. 

Accessibility, Climate, Local Resources, Infrastructure and Physiography 

Access 

The Superior Lake Project is located approximately 150 km east of Thunder Bay and can be accessed by the trans-

Canada highway 17 (“Highway 17”) and then by the Winston Lake mine road. The initial 3 to 4 kilometres of this 

road are paved. The Superior Lake Project can be accessed by vehicles year-around.  

Flights to Thunder Bay Airport run daily and it is roughly a 2-hour drive from Thunder Bay.  The town of Schreiber 

is approximately 10 kilometres east from the Winston Lake road and it is roughly a 30-minute drive from Schreiber 

to the Superior Lake Project. 

Climate 

Pick Lake has a moderate climate with the average winter temperatures approximately -12°C and reaching – 21°C in 

January. Summer temperatures average 13°C with highs up to 20°C in July. Annual precipitation according to 

Environment Canada website is 810mm. Snow falls from mid-November to mid-April. 

Drilling and mining can generally be carried out year-round. However, surface exploration work, including mapping 

and geochemical sampling may be carried from mid-April to mid-November. 

Infrastructure and Local Resources 

The city of Thunder Bay, about 165 kilometres by road to the southwest and easily accessible via Highway 17 is the 

nearest major city with a specialized workforce and facilities for obtaining mining/exploration repairs and supplies. 

Schreiber, a small town with good infrastructure, can be supportive to exploration and mining activities in the region. 

Accommodation and food service can be provided in Schreiber. Extensive infrastructure is already in place due to the 

past mining activities in Winston Lake and Pick Lake within the area.  

Power is available at the Winston lake. Water is available from surface water of the property. Capped ventilation raises 

were also observed during the visit of the property.  

Physiography 

The Superior Lake Project area has moderate relief with variation from 425 to 600m above sea level. The hills locally 

are steep with cliffs over 30m. Soil is thin, but the area is locally covered by tills. Vegetation is dense - the Superior 

Lake Project area is covered by birch, spruce, poplar and some pine trees.  

History 

Exploration and mining history 

The Superior Lake Project has a long history of exploration and mining. According to the data presented by Superior 

Lake management the property was initially discovered by prospectors in 1879 when high-grade zinc ore was 

discovered in the Zenith Lake area, which is adjacent to Winston Lake.  

New discoveries of the base-metal mineralisation were made in the early 50s, when Anderson occurrences have been 

discovered. That was followed by discovery of Winston Lake in 1982 and Pick Lake in 1983.  

Superior Lake consolidated the Superior Lake Project ownership in 2017 and has since commenced the first 

exploration program in more than 20 years including drilling and geophysical survey. 
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Historical Mineral Resource and Mineral Reserve Estimates 

At the end of 1998, when mining ceased, remaining endowment were reported as 598,000t at 21.2% Zn and 1.0% Cu. 

Readers are cautioned that this historical estimate was not completed using the 2014 CIM Definition Standards on 

Mineral Resources and Reserves and is not supported by a technical report completed in accordance with NI 43-101. 

A Qualified Person has not done sufficient work to classify the historical estimate as current mineral resources or 

mineral reserves and CROPS is not treating the historical estimate as current mineral resources or mineral reserves. 

Past Production 

Development on the site of the Zenith deposit commenced in 1900 and by the end of 1901 some 2,700 tonnes were 

mined.  Between the late 1960s and early 1970s an additional 165,000 tonnes at 16.5% Zn of ore was mined before 

operations ceased. 

In 1986, the development of Winston Lake was commenced by Inmet Mining Limited, subsequently acquired by 

FQML. In total, 3.4 million tonnes grading 1.0% copper and 16% zinc was mined and processed. 

The development of Winston Lake included a 1,000tpd mill (three-stage crushing circuit followed by a two-stage 

milling circuit) which produced approximately 900Mlbs of zinc, 53Mlbs of copper and over 50,000 ounces of gold at 

reported recoveries of 93% zinc and 78% copper. Historical mining methods included mechanised cut and fill, avoca 

and alimak. Towards the end of the mine operations, a test stope was successfully completed at Pick Lake using sub-

level longhole stoping. 

Operations continued for 11-years with production from Pick Lake adding to the ore feed from 1995 until operations 

were suspended in December 1998. The operation was finally closed in February 1999 due to a very low zinc price at 

the time (US$0.42/lb). 

Historical zinc concentrate grades were between 52% and 53.5% zinc and copper concentrates ranged from 22% to 

25% copper. The historic gold and silver grades in the copper concentrate were around 11g/t gold and 310g/t silver. 

Concentrates were considered high quality, free of deleterious elements and with low impurities of critical elements 

such as arsenic, antimony and mercury. 

Geological Setting and Mineralization 

The Superior Lake Project occurs in archean rocks of the southern Superior Province which forms the core of the 

Canadian precambrian shield. It consists of a collage of archean greenstone belts, that coalesced between 2.72 and 

2.68 Ga and were intruded by a complex system of granitoid rocks that were exhumed by approximately 2.48 Ga 

(Percival, 2007). The Superior Province is particularly well endowed with gold, copper-zinc and nickel deposits, as 

well as other commodities in lesser amounts. Description of the geology presented in the Superior Lake Technical 

Report is largely based on the CSA Global (“CSA”) report written by Turcotte and Verschelden (2013). 

Regional Geology 

The Superior Lake Project occurs along the northern margin of the Wawa sub-Province in the Wawa-Abitibi terrane 

near the margin with the Quetico sub-Province.  

The Wawa sub-Province contains a series of greenstone belts that formed at approximately the same time in the late 

Archean at a similar stratigraphic interval hosting gold, nickel and zinc deposits, including Geco Zn-Cu deposit at 

Manitouwadge, and which may correlate with the well-endowed Abitibi sub-Province (Percival, 2007). 

The Wawa sub-Province is a typical Archean greenstone-granite terrane consisting of primitive ultramafic to felsic 

volcanic rocks and associated metasedimentary rocks intruded and enclosed by granitoids of 2.75 and 2.67 Ga age 

(Polat and Kerrich, 1999). It is interpreted to have formed in an accretionary belt during the Kenoran Orogeny (ca. 

2.95 to 2.68 Ga), resulting in at least three distinct periods of deformation (Polat and Kerrich, 1999) and metamorphism 

of the belt. The Wawa sub-Province in this region is interpreted to have been affected by the structural juxtaposition 
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of stratigraphic units and ubiquitous upright folding, resulting in conflicting younging direction, structural repetition 

of stratigraphic units and inhomogeneous deformation. 

Project Area Geology 

The Winston Lake assemblage of the Winston Lake greenstone belt consists of the mixed felsic-sedimentary sequence 

with mafic flows generally striking in a north to northwest direction and dipping moderately to the east-northwest 

(Lodge, 2012, Lodge et al., 2014).  

The Winston Lake assemblage is interpreted to be overlain by the Big Duck Lake assemblage, which is dominated by 

mafic volcanic rocks containing gold mineralisation. The volcanic sequence is considered to face (i.e. young) 

stratigraphically to east and Lodge et al. (2014) report no obvious repetition of stratigraphic units due to folding or 

faulting, although dramatic lateral variations in volcanic units may conceal such repetitions. 

The “Lower Clastic Succession” hosts Pick Lake and the Ciglen prospect. It consists of quartz-feldspar-biotite schist 

and gneisses. The “Main Felsic Unit” consists of quartz- and feldspar-bearing felsic volcanic rocks. Hydrothermal 

alteration has resulted in metamorphic assemblages containing quartz, sillimanite, biotite, garnet and staurolite, giving 

the rock a “knotted” appearance. The “Camp Felsic Unit” is interpreted to consist mainly of volcaniclastic rocks, 

which are partially silicified. This unit forms the immediate footwall to Winston Lake. The “Winston Lake Interval”, 

also informally referred to as the “Winston Lake Horizon”, is interpreted as a top of the Winston Lake assemblage. It 

consists of planar-bedded amphibole-rich and quartz-rich layers interpreted to represent alternating mafic and 

chemical sedimentary bands, respectively, along with Winston Lake. This unit contains mafic flows and is intruded 

by mafic sills and dykes to the south of Winston Lake. 

Several laterally extensive mafic volcanic units, including the Ladder Mafic Unit, also occur throughout the Winston 

Lake assemblage. Unaltered rocks consist of a plagioclase-amphibole mineral assemblage that contains cordierite, 

amphibole biotite and garnet where altered in the footwall of Winston Lake. Pillows indicative of submarine eruption 

are preserved within the mafic units and provide the main indicator of younging directions (Turcotte and Verschelden, 

2013). 

The stratigraphy of the rocks trends east-west in the southern portion of the Superior Lake Project, in an area referred 

to by Turcotte and Verschelden (2013) as the Rain Mountain-Gesic Block. This area consists of a series of mafic 

volcanic flows at the base of the succession conformably overlain by volcaniclastic rocks capped by the Rain 

Mountain-Gesic sulphide horizon. This sulphide horizon is interlayered with mafic volcanic rocks and varies in width 

from 2 m to 5 m but may be as thick as 15 m where preserved against gabbroic rocks to the north. It is interpreted to 

represent an exhalative horizon associated with submarine hydrothermal activity, but no significant sulphides have 

yet been encountered by drilling (Turcotte and Verschelden, 2013). The felsic volcanic and siliciclastic sedimentary 

units are thickest at the south end of Pick Lake and thin on the northern part of the unit. 

Magmatic rocks of the Winston Lake assemblage were emplaced around 2721.2 +/- 0.9 Ma (Lodge et al., 2014). The 

contact between the Winston Lake and Big Duck Lake assemblages was intruded by differentiated mafic sills, the 

largest of which is known as the Zenith gabbro, during or shortly after the cessation of volcanism (Lodge et al., 2014). 

In detail, the gabbro is a series of sills injected along bedding planes. Mapping east of the Winston Lake interval shows 

that there are layers of volcanic rocks intercalated with the gabbro sills, including the Winston Lake meta-chert, found 

well inside the gabbro on the north side of the Superior Lake Project. 

Large granitoid complexes have intruded the western and southern margins of the Winston Lake assemblage. 

However, some of the rocks interpreted to be granite on the east side of Winston Lake in contact with the siliciclastic 

sedimentary rocks are arkosic quartzite units interbedded with lithic arenite (Turcotte and Verschelden, 2013). This 

sequence contains highly magnetic arkosic quartzite layers which explain linear magnetic trends in the aeromagnetic 

data east of Winston Lake assemblage may be related to these peripheral granite bodies. A single north to northeast-

trending diabase dike of presumed Proterozoic age cuts the Rain Mountain-Gesic Block in the southern portion of the 

Superior Lake Project. 
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The area has undergone intense tectonic deformations. According to structural analysis by Turcotte and Verschelden 

(2013) there were 4 main stages of deformations. 

Mineralisation 

Pick Lake and Winston Lake and all nearby prospects are examples of metamorphosed volcanogenic massive sulphide 

(“VMS”) deposits, that form in collisional oceanic tectonic environments in areas of localized rifting (Lodge et al., 

2014). 

Pick Lake Deposit 

The Pick Lake deposit occurs at the extreme western edge of the Winston-Big Duck Lake sequence of volcanic rocks, 

approximately 35 metres above a granitic contact. Aeromagnetics within the Superior Lake Project area depicts a 

distinctive “V” shaped sequence of magnetic and non-magnetic units converging to a northern “V” apex and appears 

remarkably similar to the aeromagnetic character of the older Archean Warriedar Fold Belt in Western Australia which 

hosts the Golden Grove VMS deposits. 

The Pick Lake deposit occurs as a large sheet like zone of massive sulphides within a series of bedded pyroclastic 

rocks. Hydrothermal alteration exists in both footwall and hangingwall rocks resulting in varying assemblages of 

quartz, cordierite, biotite, anthophyllite, garnet, chlorite and sericite with minor disseminated sulphides. The 

hydrothermal alteration zone appears to be spatially related to Winston Lake; recent structural mapping provides 

evidence that Pick Lake and Winston Lake can be hosted within the same stratigraphic horizon. 

The Anderson showing, located near the southeast shore of Winston Lake, appears to be the surface expression of 

Pick Lake. This is a rusty pyritic weakly altered series of bimodal volcanics. Massive sulphides of Pick Lake occur 

from approximately 300m to 1200m vertically and over a strike length averaging 250 metres. The lower portion of 

the deposit appears to increase in strike length to approximately 500 metres. The deposit strikes at 20 degrees and dips 

to the east at 50 degrees. The thickness of the deposit is generally between 2 and 4m, however, locally it is up to 14 

metres. 

Sulphide mineralisation is generally very consistent, composed of a fine-grained mixture of sphalerite (50-80%) and 

pyrrhotite (5-35%) with minor chalcopyrite (0-5%) and pyrite (0-3%). Commonly contained within the sulphides is 

5-10% of quartz inclusions, that are represented by the rounded grains up to 3cm in size and, less commonly, by veins, 

cutting the massive sulphide mineralisation. Mineralisation also contains inclusions of the host volcanic rocks (1-3%) 

which are commonly intensely foliated and altered to chlorite-biotite schists. Random orientation of the foliated 

inclusions indicate that deformation and displacement of the sulphide mass has continued after main peak of 

metamorphism. Intensity of foliation fabrics increases toward the contact of the massive sulphides, which are typically 

sharp. Main Zn mineral is sphalerite. 

Winston Lake Deposit 

The Winston Lake deposit lies at the top of the Winston Lake sequence within cherty exhalite and altered felsic-to-

intermediate laminated ash tuff. In places, gabbro forms the hanging wall for the deposit. The footwall consists of 

altered mafic flow rocks and felsic-to-intermediate volcaniclastic rocks which are underlain by altered quartz and 

feldspar porphyritic rhyolite and feldspar pyritic basalt with intercalated sulphide-rich, bedded, tuffaceous rocks 

which, in turn, are underlain by the “Main” quartz feldspar porphyry which is intruded by gabbro and pyroxenite. 

High copper values occur at the flanks and top of the alteration “pipe” with the core of the pipe containing relatively 

depleted copper values. The most common forms of ore are finely banded sphalerite and pyrrhotite and massive-to-

coarsely banded sphalerite and pyrrhotite with minor pyrite and chalcopyrite and up to 45% of sub-angular mafic and 

felsic fragments averaging 3cm in diameter. The north-striking and 50 degrees eastwardly dipping deposit has a strike 

length of 750m and width of 350m. It has an average true thickness of 6m and is open to depth. 

Hydrothermal alteration, confined to the Winston Lake sequence, and later metamorphism of altered rock have 

resulted in assemblages of cordierite, anthophyllite, biotite, garnet, sillimanite, staurolite, muscovite and quartz 

coincident with an increase in iron, magnesium, and potassium and a decrease in sodium and calcium. Zinc content is 
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directly proportional to the intensity of alteration. The recognition of metamorphosed hydrothermal alteration played 

an important role in the discovery of Winston Lake (Turcotte and Verschelden, 2013). Metamorphosed mafic volcanic 

rocks in contact with the Zenith Gabbro were observed to have unusual mineral assemblages, including the presence 

of anthophyllite, cordierite and garnet. These rocks were also found to be enriched in Zn, K, Mg and Fe, and depleted 

in Na and Ca, which defined a zone of hydrothermal alteration associated with a downhole pulse electromagnet 

(“EM”) anomaly. Drilling of this EM anomaly led to the discovery of Winston Lake. Further detail on the 

hydrothermal alteration of the rocks within the Winston Lake assemblage was obtained by Osterberg (1993). 

Widespread distribution of altered volcanic rocks have been noted at Pick Lake, as well as the Rain Mountain, Trail 

and Ciglen showings (Severin et al., 1991). 

Deposit Type 

The Pick Lake deposit belongs to the bimodal mafic volcanic sub-type, also known as Canadian-shield or Noranda-

type VMS deposits. The deposits of this sub-type are characterised by dominating of the mafic volcanics with the 

felsic volcanic rocks constituting less than 25% of the sequence.  

A significant characteristic of this deposit type is the tendency of the deposits to occur in clusters or “camps” either 

along a single stratigraphic horizon or stacked within the volcanic sequence. The deposits tend to form stratiform 

massive sulphide lenses with or without discordant feeder pipes cutting across the underlying stratigraphy. The 

massive sulphide lens may be displaced from the feeder pipe, which represents the hydrothermal vent onto the ancient 

sea floor. The deposits of this sub-type are characterised by the following features: 

• The host sequence is dominated by the mafic volcanics with the felsic volcanic rocks constituting less than 

25% of the sequence.  

• Typically associated with large, sub-volcanic intrusive bodies and laterally extensive “exhalative” chemical 

sedimentary horizons with distinctive geochemistry 

• Associated rhyolites are typically elevated in Zr with characteristic flat rare earth element profiles and low 

Y/Zr ratios. 

• Characterised by sericite-chlorite +/- carbonate alteration assemblages with loss of Na and the addition of K, 

Mg and Fe; in metamorphosed deposits these alteration assemblages are transformed into distinctive coarse-

grained mineral assemblages. 

• A significant characteristic of this deposit type is the tendency of the deposits to occur in clusters or “camps” 

either along a single stratigraphic horizon or stacked within the volcanic sequence. 

• The deposits form stratiform massive Cu-Zn sulphide lenses with or without discordant feeder pipes cutting 

across the underlying stratigraphy. The massive sulphide lens may be displaced from the feeder pipe, which 

represents the hydrothermal vent onto the ancient sea floor.  

• The deposits vary in size in a wide range and can exceed hundred million tonnes, however, the vast majorities 

of the deposits are relatively small, with resources commonly in the range of 1 to 5 Mt.  

Pick Lake and Winston Lake are noticeably different from other Noranda-type Canadian deposits by their 

exceptionally high Zn grades, suggesting they may represent the Zn‐rich marginal facies of a larger VMS system. 

Exploration 

Superior Lake, after consolidating the Superior Lake Project, have undertaken a detailed review of all available 

exploration data collected by the previous owners and compiled the data into coherent a 3D exploration model 

representing as a 3D micro-mine project. After completion of the desk-top studies, Superior Lake has carried out 

additional exploration, including detailed geophysical surveys of the deep levels of Pick Lake that was followed up 

by drilling of several diamond core drillholes. The objective of the studies was to validate the historic data which then 

was used together with the new drilling results for technical and economic evaluation of the Superior Lake Project.   
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Compilation of the Geological Data 

Compilation of the geological data has included digitizing and georeferencing of the various geological maps available 

from the geological survey of Ontario or generated during previous exploration campaigns by the previous operators. 

The maps have been integrated with the drillholes and 3D geophysical data, allowing 3D geological interpretations of 

the properties and generating of the drill targets.   

Compilation of the Geochemical Exploration Results 

Most of the geochemical data was collected initially by Orebot Inc. in 2008-2010 and then by Silvore Fox Mining 

Corp./Golden Share (“Silvore Fox”) in 2011-2013. Small amount of verification samples were collected in 2011 by 

CSA. The geochemical data includes 380 rock samples and 93 soil samples.  

Rock samples that were used for whole-rock geochemistry and for analysis of the hydrothermal alterations, consisted 

of representative chip samples collected from the outcrop. Soil samples were collected from the B‐horizon developed 

on till. 

No information is available for the sampling methods and approaches used during historical assessment work, prior 

to detailed sampling undertaken. It is assumed that any historical sampling methods and approaches for Pick Lake 

prior to National Instrument 43-101 and Regulation 43-101 were suitable and valid for exploration purposes, including 

for planning the follow up studies and for approximately defining the drilling targets, although the author of the 

Superior Lake Technical Report has no way of verifying the historic data. 

Rock chip samples were geologically logged that includes a brief description of the sampled rocks and characteristics 

of sulphide mineralisation if that was observed.  

Logging is qualitative in nature, however, includes quantitative information, such as whole-rock silicate analysis and 

trace elements that allows accurate diagnostics of the rocks and to characterise the hydrothermal alterations. 100% of 

samples were logged in a field and approximately 30% of them contain the whole-rock analysis. 

Documentation of the soil samples included definition of the sampled material (i.e. grey silty soil) and colour. 100% 

of the soil samples were logged in a field. 

It was noted that distribution of the rock-chip samples is highly irregular and depends on availability of the outcrops. 

Soil samples were collected in a more systematic manner following the quasi-regular grid of approximately 100m x 

100m. 

Compilation of the Geophysical Exploration Results 

In 2011, Silvore Fox completed helicopter-borne geophysical survey of the volcano-sedimentary sequence that hosts 

Pick Lake and Winston Lake and a number of small occurrences. The helicopter-borne survey consisted of EM study 

using the Versatile Domain Electromagnetic (“VTEM”) system with Z and X components measurements and 

aeromagnetic using exploration using the caesium magnetometer. In total, 1,060.8 line-km were covered.  

VTEM data has been reviewed by CSA (Arne et al., 2017), together with the new geochemical data and results of the 

field mapping of the hydrothermally altered rocks. The VTEM survey and the revised interpretation of the geological 

data has allowed to revise the exploration opportunities as this is shown on the maps. All VTEM anomalies and their 

exploration significance are summarised in the Superior Lake Technical Report. 

Review of the geophysical data by the CSA consultants, that concurs with findings of the Superior Lake geoscientists, 

has shown that the VTEM X-component data was poor. Therefore, modelling was based entirely on the vertical 

component of the data which has limited the accuracy of the VTEM survey results. In particular, the shallow dip of 

the conductors can be caused by detection bias in the VTEM data, because anomaly amplitudes diminish as dip 

steepens.  
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In conclusion, it was suggested (Arne et al., 2017) that VTEM anomalies due to their low amplitude and lack of the 

X-component data can not be used for exploration targeting without additional information. Further exploration should 

include ground EM and down-hole EM.  

Exploration by Superior Lake Resources – DHEM and TDEM Survey 

Down-hole electromagnetic (“DHEM”) survey has been undertaken by Superior Lake in 2019 that has confirmed 

continuity of the Zn-Cu mineralisation between Upper and Lower Pick domains. The survey details are as follows: 

• digital receiver: DigiAtlantis, s/n 130; 

• Tx synchronization: GPS; 

• integration time: 4 cycles of 128 stacks; 

• start of integration: 90 μs from end of turn off; 

• number of gates: 36, geometrically spaced; 

• additional delay: 0 μs; 

• power line filter: 60 Hz; 

• transmitter: TerraScope, PRO5U, s/n 8NF; 

• power supply: Voltmaster 13000 long run generator; 

• maximal output: 18 kW or 38 A or 400 V; 

• transmitted signal: bipolar wave, 50% duty ;cycle 

• repetition rate: 1 Hz (T/4 = 250 ms); 

• the DigiAtlantis probe was synchronized with the TerraScope transmitter using an EMIT Transmitter 

Controller with GPS timing; 

• the transmitter energized a loop measuring roughly 1200m x 1500m; and 

• readings taken at 10m intervals down-hole from 30m to end of hole. 

Data were modelled using the program Maxwell distributed by EM Imaging Technology which implements a variant 

of the current ribbon approximation for the EM response of a plate-like conductor devised by Lamontagne et al (1998). 

In 2019, Superior Lake has undertaken ground time-domain electromagnetic (“TDEM”) survey of the area around 

the Pick-Winston Claims, which partially covers the VMS horizons. The TDEM survey has identified several 

anomalies including a strong anomaly to the south-east from the Winston Lake Claims, suggesting the possible 

extension of the mineralization in this direction. Given successful results of the 2019 survey it is suggested to continue 

ground TDEM survey primarily focusing on the 4 areas delineated around the VMS Horizons. 

Drilling 

Sampling of Pick Lake and Winston Lake has been carried out using surface and underground diamond drilling that 

was carried out during the period of mining operations from 1988 to January 1999. Historic core for two holes was 

accessed at the Ontario Ministry of Northern Development and Mines (“MNDM”) in Thunder Bay. This core 

comprised half core samples over continuous lengths of typical Winston Lake mineralisation. This core was resampled 

using quarter core sampling for Quality Assurance Quality Control (“QAQC”). 

Drilling Methods 

There is a total of 1812 surface and underground drillholes in the database compiled by Superior Lake, including 247 

drillholes drilled at Pick Lake, 1,508 drillholes drilled at Winston Lake and 55 exploration drillholes. Historic sampling 

was typically carried out using half cut core. Verification of the sampled intervals was made by Superior Lake in 2018. 

In 2019, additional 3 diamond core drillholes were drilled by Superior Lake targeting the poorly explored zone 

between upper and lower domains of Pick Lake. 
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Drillholes Distribution 

Distribution of the drillholes drilled by the previous operators are presented in the Superior Lake Technical Report. 

Location of the drillholes undertaken by Superior Lake in 2019 are summarised in the Superior Lake Technical Report. 

Drillholes are distributed as a quasi-regular grid. Pick Lake has been drilled from surface approximately at 100 - 200m 

centres. Underground drilling at both Pick Lake and Winston Lake has been drilled on a much tighter grid, 

approximately at 40m centres at the Pick Lake and 20m at the Winston Lake, and down to less than 10m in places. 

Drillholes spacing, which are distributed approximately as a random stratified grid of approximately 30-40 x 30-40m 

at the Pick Lake and 20x20m at the Winston Lake deposits, allow to accurately establish continuity of mineralisation 

and estimate the grade distribution. These grids are appropriate for “Mineral Resource” estimation.   

Drillholes Logging 

Drill core has been geologically logged to a high standard and includes lithology descriptions, texture, structure, 

alteration, sulphide percentages, colour, and grainsize. 100% of core was logged.  

Drill Core Recovery 

Inspection of core at the MNDM and at the core shack on site showed high core recoveries estimated at >98%. 

No selective core losses have been reported in the drill logs and not observed when drill core was examined at the 

MNDM core storage facilities. 

Drillholes Survey (Collar and Downhole) 

Historical mining and exploration activities were carried out in local mine grids. The Winston Lake grid is oriented 

approximately -20 degrees to Universal Transverse Mercator (“UTM”) grid north and the Pick Lake grid is oriented 

at -60 degrees to UTM grid north. The geological data has been digitized by Superior Lake personnel from the original 

maps and cross-sections. The digitized drillholes and another information (e.g. mine workings) had been transformed 

from local grid co-ordinates into UTM NAD83 Zone 16 grid via a two-point transformation.   

The method for surveying historical surface drillhole collars is not known but it is assumed that the mine surveyors 

were responsible for the underground drilling.  The downhole survey methods used by the previous operators are 

Eastman single shot and multi-shot cameras, Tropari, acid etch and Gyro survey at the nominal 30m intervals. 

Drillhole traces have been digitized and locations have been validated against mine workings and plans. 

Downhole surveying during the 2019 drilling was made using Gyro camera, which is optimal for surveying in the 

rocks, containing ferro-magnetic minerals 

Orientation of the Drillholes Relative to Mineralisation 

Based on 3D model reviewed the intersection angles in general are close to perpendicular and appropriate for Mineral 

Resource estimation.  Some of the drillhole have low intersection angles due to the location of the drill sites, but these 

are still considered to be representative. 

The new drillholes, drilled by Superior Lake in 2019 have been completed using wedging equipment allowing to 

orientate drillholes in order to obtain an optimal intersection with the drill target. Location of the drilled hole was 

surveyed every day after, approximately 50 m of advancing and this has allowed to closely monitor deviations of the 

drillholes using Gyro instrument and correct further drilling using the wedges. 

As drillholes were generally drilled perpendicular to the strike of mineralisation, there has not been any sampling bias 

introduced based on the current understanding of the structural orientations and the dip and strike of mineralisation. 



 

F-14 
 

Sample Preparation, Analyses and Security 

Exploration by Previous Operators (pre-2018) 

Sample Preparation and Assays (pre-2018) 

All sample preparation and assays, related to the historic data, was made in the two external independent laboratories: 

Swastika Laboratories (Swastika, Ontario) and Metric Lab (Thunder Bay, Ontario) (both labs ISO/IEC 17025 

accredited) have followed standard procedures of the Canadian Mining Industry Standards that were used at that time 

for exploration and evaluation of the base metal mineralisation. 

Samples Quality Control (pre-2018) 

The archive data does not contain QAQC information, however, the good consistency of the assay data of historic 

sampling suggests that standard QAQC procedures were adopted in the past and they were compliant with the 

standards of Canadian industry at the time when Pick Lake and Winston Lake were explored and mined 

The successful mining of Pick Lake and Winston Lake and the lack of reconciliation issues identified in the archive 

documentation confirms the validity of laboratory procedures and assay quality of the historic data. 

Validity of the historic data has been confirmed by a special confirmation sampling undertaken by Superior Lake 

personnel that are explained in the Superior Lake Technical Report. 

Sample Security (pre-2018) 

As was standard practice on the mining projects and the operating mines, it is assumed that exploration companies 

have organised delivery of samples directly to assay laboratories and other previous explorers following the industry 

guidelines current at the time of a drilling. 

Exploration by Superior Lake Resources (2018-2019) 

Superior Lake has assayed samples collected during 2018 and 2019 exploration campaigns in the independent ALS 

Canada Ltd.’s (“ALS”) laboratories (ISO/IEC 17025 accredited). Preparation was made at their Thunder Bay 

laboratory and analysis done in Vancouver.   

Sample Preparation  

Samples were quarter of the HQ size drill core, that were crushed to 70% passing 2mm, and pulverised to 85% passing 

<75um. 

Assays 

The samples that were received at the ALS laboratory were assayed by conventional Inductively Coupled Plasma–

Atomic Emission Spectroscopy (“ICP-AES”) for Cu and Zn. The technique uses digesting of a prepared sample with 

aqua regia in a graphite heating block. After cooling, the resulting solution was diluted to 12.5 mL with deionized 

water, mixed and analysed by ICP-AES technique. The analytical results were corrected for inter-element spectral 

interferences. 

If the assay result obtained by this analytical method was higher than 10,000 ppm for Cu, the sample was assayed by 

using the aqua regia digestion with ICP–AES finish. A prepared sample was digested in 75% aqua regia for 120 

minutes. After cooling, the resulting solution was diluted to 100 mL with deionized water, mixed and then analysed 

by ICP-AES or by atomic absorption spectrometry (“AAS”). 

Au was assayed by 30gram of a conventional Fire Assay method with an Atomic Absorption Spectroscopy finish.  
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Ag was assayed by Aqua Regia digestion with an AAS finish.  

Samples Quality Control 

Standard quality control procedures used by the Canadian analytical laboratories include assessment of quality of the 

comminution made by test screening of the selected samples and estimating the percentage of material passed through 

the screen assuring that this is matching to the established protocol. 

Quality of the samples assayed in 2018 and 2019 were controlled by inserting certified standards (OREAS 622) and 

blank samples which was an additional to the routine QAQC procedures used by the ALS laboratories.    

The dataset is considered to be acceptable for use in Mineral Resource estimation by the author. 

Sample Security 

All samples collected by Superior Lake in 2018 and 2019 have been securely delivered to the laboratory in Thunder 

Bay for their further processing. Half of the core that left in the core trays have been securely stored on the Superior 

Lake Project site for further checks and confirmation of the data. 

Database 

Superior Lake has compiled and validated access database of drilling information, together with scanned images of 

interpreted level plans, sections, maps and other production related plans used in the preparation of the Mineral 

Resource estimate.  

Drill hole data was digitised from the mine plans and cross-sections entry from hardcopy logs into excel. All data in 

excel was then checked against the original hardcopy logs including collar information, downhole surveying, geology 

logging and assays. Any errors detected in the excel files was corrected. Intervals not sampled were assigned a zero-

grade value. 

Drillholes were uploaded to 3D mining software packages for error detection and for on-screen inspection and 

validation. Validation included checks of the location, downhole surveys, sampling intervals and the data integrity 

were made. The data validation also included the data checks against plans, cross sections and long sections that was 

used to detect any errors in data entry for both locations and downhole data. 

In conclusion, review of the laboratory procedures and validation of the assay results has shown that sample 

preparation, assay methods and security are adequate for mineral resource estimation purposes. 

Data Verification 

Data verification was undertaken in 2018 by the author and also in 2013 by independent consultants. 

Verification by Qualified Person   

In order to independently check and verify the historic data the special sampling program was designed and 

implemented by geological team of Superior Lake, following recommendations of Dr. Abzalov. 

Drill core has been reviewed and 64 drill core samples have been collected and submitted to ALS. Sample preparation 

has been done at Thunder Bay, and analysis in Vancouver.  

Samples were quarter core, crushed to 70% passing 2mm, and pulverised to 85% passing <75um.  Analysis for Zn 

and Cu were carried out using ICP-AES, Au by 30gram Fire Assay with an Atomic Absorption Spectroscopy finish, 

Ag was by Aqua Regia with an AAS finish. 
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Data processing and analysis was undertaken by Dr. Abzalov following the published procedures (Abzalov, 2008 

2016). The results have shown a good repeatability (correlation 0.99) of the historic values confirming that the data 

are accurate and lacking bias. 

Location of the drill hole samples have been checked and verified by comparing with the digitised underground maps 

and cross-sections.   

Reviews by the Independent Consultants 

On June 5, 2013, Rémi Verschelden (Turcotte and Verschelden, 2013) visited the property and has validated the 

analytical data of the grab samples using the values in the ALS Chemex and SGS Canada certificates of analysis. The 

validation consisted of verifying all grab sample results for Au, Cu, and Zn as reported by Silver Fox in 2012 from 

the property. No errors were noted during the validation.  

Conclusion were as follows: “during data verification, the authors found no indication of anything in the exploration 

work, or analytical data that could have negatively affected the reliability of the assay results reported by Silvore Fox” 

(Turcotte and Verschelden, 2013). 

Concluding Statement 

The author of the Superior Lake Technical Report, based on the results of the data verification studies, including but 

not limited to the duplicate samples analysis and also previous reviews of the data by the independent consultants 

(Turcotte and Verschelden, 2013), concludes that no indication was found of anything in the exploration work, or 

analytical data that could have negatively affected the reliability of the assay results reported that could mar the 

applicability of the data for Mineral Resource estimation.  

Mineral Resource Estimate 

Mineral Resources of Winston Lake and Pick Lake were estimated (ASX 2018) using the data of the previous 

operators that were digitised and verified by Superior Lake as explained in the Superior Lake Technical Report. In 

2019 Mineral Resources of Pick Lake has been updated using additional data, including 3 new drillholes drilled in 

2019 by Superior Lake. Mineral Resource was estimated, and the 3D model was constructed using different software, 

as explained in the Superior Lake Technical Report. 

Data 

Geological interpretation and the Mineral Resource estimation are mainly based on the drill holes data and was 

supported by the maps of the underground workings and the geophysical survey data. The drillhole database that was 

compiled by Superior Lake for estimation of Mineral Resources presented in the Superior Lake Technical Report 

contains 1812 drill holes. The drillhole data is described in the Superior Lake Technical Report.  

Domain Interpretation and Wireframing 

The interpretation of continuity was based on the drillhole data and the mine plans, including the ore drive level plans 

that showed mapping information for the sulphide horizon. The mineralisation was defined by intervals logged as 

massive and semi-massive sulphides within the clotted rhyolite or tuff units.  The assay values for zinc were compared 

to these intervals and found to correlate well.  The zinc 1% assay values were used to select intersections where no 

logging information was present.  The interpretation of continuity was based on ore drive level plans that showed 

mapping information for the sulphide horizon.  

Mineralisation of the studied deposits occur essentially as single massive sulphides seams distributed along the VMS 

horizon which controls the continuity of geology. The mineralised domains are commonly zoned, with their thickness 

and grade, in particular the Cu grade, decreases to the peripheral parts of the VMS seams. This zoning, in particular 

zoned distribution of the Cu-rich and Zn-rich mineralisation, is observed at both studied deposits.   
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Interpretation of the sulphide mineralisation distributed at Winston Lake and Pick Lake is shown in the Superior Lake 

Technical Report. The wireframe file names are summarised in the Superior Lake Technical Report.  

The current interpretation of the geological continuity was confirmed by the recent DHEM survey data, that identified 

a major conductor plate that is coincident with location of the stratiform VMS body interpreted from the drillhole logs 

and assay results. The DHEM results have confirmed continuity of the VMS stratiform mineralisation between upper 

and lower Pick Lake sub-domains.  

Compositing 

Because the sample lengths were different the samples have been composited to 1m composites. Compositing was 

made using optimal compositing algorithm that redistribute the intervals in order to eliminate residuals of compositing. 

Grade Capping 

High grade cut-off was applied to all metals. The cut off values, determined at approximately 2% on the probability 

curve, were as follows: 

• Zn - 38% 

• Cu - 2.4% 

• Au - 0.7 g/t 

• Ag - 95 g/t 

The top-cut were applied if the estimated block was located at the distance of 30m and larger from the data point. 

Variography 

In order to accurately reproduce the actual grade distribution in the Mineral Resource model, the internal zoning of 

the VMS mineralisation the estimation was facilitated by applying the unfolding techniques to the block model and 

drillholes. The central line flattening algorithm of Micromine® was used for this purpose. The variograms and 

diagrams of the Zn, Cu, Au, Ag and density are presented in the Superior Lake Technical Report. 

Statistical distribution of the density values is bi-modal indicating for presence of the two statistical populations, and 

namely the massive sulphides intercalating with barren intervals of volcanics and sediments.  

Because of mixture of the different rocks that characterised by different physical properties (modal CSG values are 

2.7 and 3.9 t/m3) estimation of the density of mineralisation for resource/reserves estimation purpose requires 

application of the geostatistical technics (Abzalov, 2016). In other words, in such geological environments, density is 

estimated in the same manner as grade variables, using kriging or another suitable geostatistical method.  

In this study, 612 CSG density values have been estimated into the block model using ordinary kriging. The techniques 

used for measuring and estimating the rock density are compliant with the mining industry practices (Abzalov, 2016) 

and the used values have been confirmed by the mine production.  

Block Model Parameters 

Wireframe was infilled by the blocks. Parent cells are 20x20x1m which are split onto subcells 0.5x0.5x0.5m for Pick 

Lake and onto 1 x 1 x 1 m for Winston Lake. 

Estimation 

Estimation of the mineralisation grade was made using Ordinary Kriging (“OK”) technique that was applied to Zn, 

Cu, Au and Ag. 
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Estimation procedure included several steps: The drillholes samples have been marked by assigning the codes 

corresponding to the wireframe that includes that sample. Samples located outside of the wireframes have not been 

coded. 

At Pick Lake, 6 wireframes present, referred as 10 (main body), 11, 12, 13, 14, 33. At Winston Lake only one 

wireframe present, referred as 21. 

The drillhole samples have been coded accordingly to the wireframes: 10, 11, 12, 13, 14, 33 and 21. 

The code was written in the field denoted as SUBZONE (drill holes assay file). 

Because the sample lengths were different the samples have been composited to 1m composites. Compositing was 

made using a special algorithm that redistribute the intervals in order to eliminate residuals of compositing. This is 

was initially developed by Datamine ® and colloquially is referred as ‘optimal’ algorithm. 

In order to accurately reproduce in the resource model, the internal zoning of the VMS mineralisation the estimation 

was facilitated applying the unfolding techniques to the block model and drillholes. The central line flattening 

algorithm of Micromine® was used for this purpose. 

After flattening, the data have been transferred to Isatis® where the metal grades have been estimated into the block 

of 20(X) x 20(Y) x 1(Z)m. Coordinates were in the unfolded space. 

Two passes of estimation were used: 

Pick Lake 

1st pass: search radii 60x60x2 

Min samples 4 

Max samples 16 (no declustering used) 

2nd pass: search radii 60x60x4m 

Min samples 1 

Max samples 12 (no declustering used) 

Winston Lake 

1st pass: search radii 30x30x4m 

Min samples 8 

Max samples 16 (no declustering used) 

2nd pass: search radii 60x60x6m 

Min samples 6 

Max samples 16 (no declustering used) 

For Winston Lake, second pass estimation was made using simple kriging with a local mean. Local mean grades were 

estimated by averaging all samples located with the 80x80x10m panels. 

After completion of the estimation the block model have been transferred back to Micromine and estimated block 

grades have been copied to corresponding them sub-cells. 

Validation of the Estimate 

The model was visually inspected and compared with the drillholes data. Review of the model by cross-sections has 

shown that model accurately reproduces layering and zoning of the VMS seam.  

After that, estimated grades were validated by comparing the estimated block grades with corresponding them sample 

grades. The data have been grouped by 40m benches drawn across the deposit. Procedure of validation is described in 

monograph (Abzalov, 2016). Results are presented on the diagrams which confirms that Mineral Resource model 

accurately honours the drillhole data and reproduces the local variability of the grade.   



 

F-19 
 

Cut-off Parameters 

A nominal grade of 1% Zn was used to interpret continuity for mineralisation domains and constrain them into 3D 

wireframes. There is a sharp boundary contact with unmineralised host rock and there is no halo mineralisation. 

Mineral Resource was reported at 3% Zn, which is compliant with the industry practices. 

Mining Factors and Assumptions 

Winston Lake and Pick Lake have been mined using mechanised underground mining with the AVOCA mining 

method predominately used at Winston Lake and Alimak initially at the upper Pick Lake area.  The use of Alimak 

was adopted above the 615 m level as no development was in place at the time of stoping and given the low price of 

zinc a decision was made to reduce ramp access costs.  

Historical mining used a minimum mining width of 2m (horizontal thickness) based on the designed development on 

ore of 4m x 4m.   

Superior Lake proposed a sublevel longhole stoping with paste fill. Instead of using unconsolidated waste fill, the 

mining method will use cemented paste fill better controlling the hanging wall radius of the stopes and crucially the 

time to fill.  

Metallurgical Factors and Assumptions 

Viability of the Mineral Resource was assumed based on the successful past production that has demonstrated that 

mineralisation is amenable for processing using conventional flotation technologies and the valuable metals are 

recovered as the sulphide concentrate.  

The past production has used the concentrator process with a combined crushing, grinding, flotation and dewatering 

to produce two separate high-grade concentrates, zinc and copper. The ore was hoisted via a vertical shaft into a fine 

ore bin and processed at a rate of 1,000 t/day. Concentrates were produced at 250 to 350 t/day where the concentrate 

were trucked to a rail siding in the town of Schrieber and loaded onto rail cars for shipment to smelters. Historical 

Recoveries during the 11 years of processing in the concentrator at the site were: Zinc 93 %, Copper 77 %, Gold 32 

%, Silver 36 %. 

Classification of Mineral Resource  

Study Method 

Confidence in the Mineral Resource estimate was assessed using conditional simulation technique applied to the data 

of the lower Pick Lake sub-domain, which was prepared for production by developing the underground drives.  The 

distribution of the drillhole in this area is approximately 30-35 x 35-40m grid. 

Methodology for assessment of the Mineral Resource model uncertainty was described in detail in Abzalov (2016) 

and only briefly explained in this section of the report.  

Estimation of the Mineral Resource model uncertainty includes several stages. Initially, the stochastic 2D point models 

were constructed for metal accumulations of Zn, which are denoted as GT-Zn (m%), where GT is the product of grade 

(G) by horizontal thickness (T). The stochastic point models were created by using the Sequential Gaussian Simulation 

(“SGS”) method that was applied to the point data, corresponding to the exploration drilling grids of interest. In this 

study the following drilling grids were used for generating the SGS models: 10x10, 20x20, 40x40, 60x40, 80x80 and 

100x100m. 

In order to estimate uncertainty of the estimated Mineral Resources the simulated point data need to be combined into 

the volumes corresponding to the chosen volumes of mineralisation. In the current study two volumes were analysed, 

these are the entire lower Pick Lake sub-domain and the volumes, corresponding the annual production Pick Lake. 

Using average thickness and the density of the mineralisation it was estimated that annual production volumes can be 
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approximately expressed as 50m panels drawn through the entire strike length of the lower Pick Lake sub-domain. 

Thus, this approach has allowed to deduce from the SGS point model the two measures of the Mineral Resource 

uncertainty, the global uncertainty of the tonnage and grade of the entire lower Pick Lake sub-domain and local 

uncertainty, obtained for 50m high panels corresponding to the annual mine production. The latter is used for defining 

the drilling grids suitable for estimation “Indicated Mineral Resource”. 

Results 

Conventional way of presenting the results of the SGS method is to estimate the uncertainty at 0.95 confidence level 

(0.95 CL) for every chosen drilling grid and plot the obtained values on the binary diagrams (Abzalov, 2016). These 

diagrams were constructed for global uncertainty (lower Pick Lake sub-domain) and local uncertainty (annual 

volumes).  

In addition to the stochastic models generated for the proposed drilling grids the SGS models was created using the 

currently available data, which are distributed approximately as 30-35 x 30-40m grid.  

Uncertainty, estimated using the currently available drillhole data are as follows:  

• Average GT-Zn of the lower Pick sub-domain is estimated with an error +/- 7.7% (at 0.95 CL) 

• Average GT-Zn of the 50m panels (annual production) are estimated with an average error +/-14.6% (range 

11.1 – 20.4%).  

These results were a basis for choosing a drill grid of approximately 30-40 x 30-40m grid as a criterion for 

classification mineralisation as Indicated Resource.  

The blocks were classified as Indicated Resource if the block is located at the distance in the unfolded space 

approximately 30-40(X) x 30-40(Y)m from the nearest drillhole.  

Other blocks, that are estimated by Pass-2 of kriging (Pick Lake: search radii 60x60x4m and minimum 1 – 12 sample; 

Winston Lake: search radii 60x60x6m and minimum 6 – 12 samples) and located outside of the 40x40m area were 

classified as Inferred Resource.  

Mine Voids 

Mined voids have been digitised from the level plans and cross-sections by an independent consultant (Mark Drabble, 

consultant working for Optiro, Western Australia). 

Mineral Resource Statement 

Mineral Resources of the Superior Lake Project estimated and reported using 3% Zn as a lower cut-off are summarised 

in the Superior Lake Technical Report. For comparison, the Mineral Resources are also reported using 6% Zn as a 

lower cut-off. Grade tonnage relationships are shown in the Superior Lake Technical Report. 

Additional Information 

Review of the mine plans has revealed that the at the Winston Lake mine there are 22 remaining pillars containing 

Cu-Zn sulphide mineralisation of an ore quality, i.e the grade is not less than 7% Zn and the horizontal thickness is 

not less than 2 m. This material not included into the estimated Mineral Resources because of insufficient information 

available. 
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Mining Operations 

Recommendations 

Mining project evaluation based on the estimated Mineral Resource has shown that project is technically feasible and 

economically robust. Nevertheless, further on-mine based exploration is warranted because mineralisation is not fully 

constrained by drilling and further delineation of the massive sulphide bodies is possible. 

Environmental Conditions 

The Superior Lake Project is free of environmental liabilities. Dr. M. Abzalov has been advised by management that 

there are no impediments to recommencement of mining activities. 

The environmental considerations are limited to the site rehabilitation, including the stockpile area, tailings dam, 

storage dams, and building foundations. Some restoration works have been initiated for the building foundations. The 

author was informed by Superior Lake management that a mining claim holder (of staked claims) is not liable for pre‐

existing environmental issues on their claims, however he would become liable for a pre‐existing hazard if it were to 

disturb it, for example by excavating a stockpile. 

Taxes 

The provincial and local taxes on the parcels are current and up to date. A detailed breakdown is set out in Tab “A”, 

Schedule “1” and “2” of the Superior Lake Technical Report. 

Exploration Targets 

The exploration targets warrants further investigation and systematic exploration. Special interest represents VMS 

zones that have been mapped during the previous exploration campaigns. The four areas have been proposed for 

ground EM survey using the fixed loop TDEM method. The exploration areas have been defined as the polygons 

delineated around the VMS horizons identified during field geological mapping of the project area by the previous 

owners of the properties. The VMS horizons has not been systematically explored by the previous owners, in 

particular, they were lacking the ground geophysical survey and drilling was limited essentially to several holes drilled 

at the Ciglen and Anderson prospects. 

Exploration Programme 

A two-stage exploration program has been designed with an objective to increase the size of the mineral resource in 

the Pick Lake property area: 

• The first stage being the geophysical survey on the four target areas coupled with geochemical orientation 

surveys. The estimated cost is approximately C$ 600,000. 

• Contingent on the results of the first stage program, the second stage will consist of drilling the geophysical 

targets identified. This is estimated to cost approximately C$ 2.0M and this will require further funding 

through a planned flow through financing. 

Interpretation and Conclusions 

Mineral Resource Estimate 

The completed study demonstrates that the Superior Lake Project, including Pick Lake and Winston Lake, contains 

high grade Mineral Resources that are amenable for mining. Mineral Resources are robust with over 90% classified 

in the Indicated Mineral Resource category. Resource estimate confirms the robustness and the continuity of the 

mineralisation at various cut-off grades. Peer review of the Superior Lake Projects has shown that this project is 

characterised by one of the highest Zn grades of the currently registered base-metal projects. 
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Exploration Opportunities 

The Superior Lake Project occurs in Archean rocks of the southern Superior Province which forms the core of the 

Canadian Precambrian Shield. It consists of a collage of Archean greenstone belts, that coalesced between 2.72 and 

2.68 Ga and were intruded by a complex system of granitoid rocks that were exhumed by approximately 2.48 Ga.  

Pick Lake and Winston Lake and all nearby prospects are examples of metamorphosed VMS deposits, that form in 

collisional oceanic tectonic environments in areas of localized rifting. 

The studied mineralisation belongs to the bimodal mafic volcanic sub-type of the VMS deposits, also known as 

Canadian-shield or Noranda-type VMS deposits. The deposits of this sub-type are characterised by dominating of the 

mafic volcanics with the felsic volcanic rocks constituting less then 25% of the sequence.  

A significant characteristic of this deposit type is the tendency of the deposits to occur in clusters or “camps” either 

along a single stratigraphic horizon or stacked within the volcanic sequence. The deposits tend to form stratiform 

massive sulphide lenses with or without discordant feeder pipes cutting across the underlying stratigraphy. The 

massive sulphide lens may be displaced from the feeder pipe, which represents the hydrothermal vent onto the ancient 

sea floor. 
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Pick Lake Mining Limited 
Directors' report 
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1 

The Directors present their report, together with the financial statements, on Pick Lake Mining Limited (the 'Company') for 
the 9 months ended 30 September 2020. 

Directors 
The following persons were Directors of Pick Lake Mining Limited during the whole of the 9 months and up to the date of this 
report, unless otherwise stated: 
 
Mr Grant Davey 
Mr Keong Chan (resigned 25 October 2020) 
Mr Christopher Knee (appointed 25 October 2020) 
  

Principal activities 
During the financial half-year the Company was a shell company and did not have any principal activities. 

Significant changes in the state of affairs 
There were no significant changes in the state of affairs of the Company during the financial half-year. 

Matters subsequent to the end of the financial half-year 
The impact of the Coronavirus (COVID-19) pandemic is ongoing, it is not practicable to estimate the potential impact, positive 
or negative, after the reporting date. The situation is rapidly developing and is dependent on measures imposed by the 
Australian Government and other countries, such as maintaining social distancing requirements, quarantine, travel 
restrictions and any economic stimulus that may be provided. 
 
No other matter or circumstance has arisen since 30 September 2020 that has significantly affected, or may significantly 
affect the Company's operations, the results of those operations, or the Company's state of affairs in future financial years. 

Auditor's independence declaration 
A copy of the auditor's independence declaration is set out immediately after this Directors' report.  

This report is made in accordance with a resolution of Directors 
  
On behalf of the Directors  
  
  
 
 
  
___________________________ 
Grant Davey 
Director 
  
10 December 2020 
Perth 
  



 

 

 

 

 

 

 

 

 

 

 

 

To the Board of Directors 

 

 

 

Auditor’s Independence Declaration under Section 307C of the 
Corporations Act 2001 
 

As lead audit partner for the review of the financial statements Pick Lake Mining Limited 

for the period ended 30 September 2020, I declare that to the best of my knowledge and 

belief, there have been no contraventions of: 

 

 the auditor independence requirements of the Corporations Act 2001 in relation to 

the review; and 

 

 any applicable code of professional conduct in relation to the auditor. 

 

 
 

Yours Faithfully, 

 

 

  
 

 

BENTLEYS CHRIS NICOLOFF CA 

Chartered Accountants Partner 

 

 

Dated at Perth this 10th day of December 2020 



Pick Lake Mining Limited 
Statement of profit or loss and other comprehensive income 
For the half-year ended 30 September 2020 
 

  
     
    2020  2019* 
    $  $ 
       

3 

Revenue    -   -  
  
Expenses    -  - 
  
Profit before income tax expense    -  -  
  
Income tax expense    -  - 
  
Profit after income tax expense for the year    -   -  
  

 
 
 
 
* The Company was incorporated on 22 August 2019; therefore, the comparative reporting period is 22 August to 31 
December 2019. 
 
 



Pick Lake Mining Limited 
Statement of financial position 
As at 30 September 2020 
 

  
     
    2020  2019 
    $  $ 
       

 
4 

Assets       
       
Current assets       
Trade and other receivables    10   10 

Total current assets    10   10 

       

       
Total assets    10   10 

  

Liabilities       
       

       
Total liabilities    -   -  

  
Net assets    10   10 

  

Equity       
Issued capital    10   10 

       
Total equity    10   10 

  
 
 
 
 
 
 



Pick Lake Mining Limited 
Statement of changes in equity 
For the 9 months ended 30 September 2020 
 

  

5 

   Issued   
Total equity    capital  

   $  $ 

      
Balance at 22 August 2019*   -  - 
      
Profit after income tax expense for the year   -  - 
Other comprehensive income for the year, net of tax   -  - 

      
Total comprehensive income for the year   -  - 
      
Transactions with owners in their capacity as owners:      
- Issue of 10 shares for $1 each    10  10 

      
Balance at 31 December 2019   10  10 

  
   Issued   

Total equity    capital  
   $  $ 
      
Balance at 1 January 2020   10  10 
      
Profit after income tax expense for the year   -  - 
Other comprehensive income for the year, net of tax   -  - 

      
Total comprehensive income for the year   -  - 
      
Transactions with owners in their capacity as owners:      

      
Balance at 30 September 2020   10  10 

  
 
 
 
* The Company was incorporated on 22 August 2019; therefore, the comparative reporting period is 22 August to 31 
December 2019. 
 
 



Pick Lake Mining Limited 
Statement of cash flows 
For the 9 months ended 30 September 2020 
 

  
     
    2020  2019 
    $  $ 
       

6 

Cash flows from operating activities       

       
Net cash from / (used in) operating activities    -   -  

  

Cash flows from investing activities       

       
Net cash from / (used in) investing activities    -  - 

  

Cash flows from financing activities       

       
Net cash from / (used in) financing activities    -  - 

  

Net increase/(decrease) in cash and cash equivalents    -                       - 
Cash and cash equivalents at the beginning of the financial year    -   -  
Effects of exchange rate changes on cash and cash equivalents    -   - 

       
Cash and cash equivalents at the end of the financial year    -   -  

  



Pick Lake Mining Limited 
Notes to the financial statements 
For the 9 months ended 30 September 2020 
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Note 1. Significant accounting policies 
   
In the Director’s opinion, the Company is not a reporting entity because there are no users dependent on general purpose 
financial statements. 
 
These are special purpose financial statements that have been prepared for the purposes of distributing financial statements 
to the owners of Pick Lake Mining Limited. The Directors have determined that the accounting policies adopted are 
appropriate to meet the needs of the owners of Pick Lake Mining Limited.  
 
These financial statements have been prepared in accordance with the recognition measurement requirements specified by 
the International Financial Reporting Standards. 
 
Foreign currency translation 
The financial statements are presented in Canadian dollars, which is Pick Lake Mining Limited's functional and presentation 
currency. 
 
Note 2. Contingent liabilities 
 
The Company has no contingent liabilities at the current or previous reporting period.
 
Note 3. Events after the reporting period 
 
The impact of the Coronavirus (COVID-19) pandemic is ongoing, it is not practicable to estimate the potential impact, positive 
or negative, after the reporting date. The situation is rapidly developing and is dependent on measures imposed by the 
Australian Government and other countries, such as maintaining social distancing requirements, quarantine, travel restrictions 
and any economic stimulus that may be provided. 
  
No other matter or circumstance has arisen since 30 September 2020 that has significantly affected, or may significantly 
affect the Company’s operations, the results of those operations, or the Company's state of affairs in future financial year



Pick Lake Mining Limited 
Directors' declaration 
30 September 2020 
 

  

  
8 

 

In the Directors' opinion: 
  
●  the Company is not a reporting entity because there are no users dependent on general purpose financial statements. 

Accordingly, the attached special purpose financial statements have been prepared in accordance with the accounting 
policies described in note 1;  

  
●  the attached financial statements and notes give a true and fair view of the Company's financial position as at 30 

September 2020 and of its performance for the financial half-year ended on that date; 
  
●  there are reasonable grounds to believe that the company will be able to pay its debts as and when they become due 

and payable; and 
  
Signed in accordance with a resolution of Directors 
  
On behalf of the Directors 
  
  
  
  
___________________________ 
Grant Davey  
Director 
  
10 December 2020 
Perth 

 



 

 

 
 
 
 
Independent Auditor’s Review Report 
 
To the Members of Pick Lake Mining Limited  
 
 

We have reviewed the accompanying  financial report of Pick Lake Mining Limited (“the 

Company”) which comprises the condensed  statement of financial position as at 30 

September 2020, the condensed statement of profit or loss and other comprehensive 

income, condensed statement of changes in equity and condensed statement of cash 

flows for the half year ended on that date, a statement of accounting policies, other 

selected explanatory notes and the directors’ declaration of the Company. 

Directors Responsibility for the Financial Report  

The directors of the Company are responsible for the preparation of the financial report 

that gives a true and fair view in accordance with Australian Accounting Standards and the 

Corporations Act 2001 and for such control as the directors determine is necessary to 

enable the preparation of the financial report that gives a true and fair view and is free from 

material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express a conclusion on the financial report based on our review. 

We conducted our review in accordance with Auditing Standard on Review Engagements 

ASRE 2410 Review of a Financial Report Performed by the Independent Auditor of the 

Entity, in order to state whether, on the basis of the procedures described, we have 

become aware of any matter that makes us believe that the financial report is not in 

accordance with the Corporations Act 2001 including: giving a true and fair view of the 

Company’s financial position as at 30 September 2020 and its performance for the half 

year ended on that date; and complying with Accounting Standard AASB 134 Interim 

Financial Reporting and the Corporations Regulations 2001. As the auditor of the 

Company, ASRE 2410 requires that we comply with the ethical requirements relevant to 

the audit of the annual financial report. 

A review of a financial report consists of making enquiries, primarily of persons responsible 

for financial and accounting matters, and applying analytical and other review procedures. 

A review is substantially less in scope than an audit conducted in accordance with 

Australian Auditing Standards and consequently does not enable us to obtain assurance 

that we would become aware of all significant matters that might be identified in an audit. 

Accordingly, we do not express an audit opinion. 

  



Independent Auditor’s Review Report 
To the Members of Pick Lake Mining Limited (Continued) 

 
 

 

Independence 

In conducting our review, we have complied with the independence requirements of the Corporations Act 2001.  

Conclusion 

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that 

the financial report of Pick Lake Mining Limited is not in accordance with the Corporations Act 2001 including: 

a. Giving a true and fair view of the Company’s financial position as at 30 September 2020  and of its 

performance for the period ended on that date; and 

b. Complying with Accounting Standard AASB 134: Interim Financial Reporting and Corporations Regulations 

2001. 

 

 
 
  
 
 
BENTLEYS CHRIS NICOLOFF CA 

Chartered Accountants Partner 

 

 

Dated at Perth this 10th day of December 2020 
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Pick Lake Mining Limited 
Statement of profit or loss and other comprehensive income 
For the year ended 31 December 2019 

2019*
$

3 

Revenue - 

Expenses -  

Profit before income tax expense -  

Income tax expense -

Profit after income tax expense for the year - 

* The Company was incorporated on 22 August 2019; therefore, the reporting period is 22 August to 31 December 2019 and 
comparatives are not required.  



Pick Lake Mining Limited 
Statement of financial position 
As at 31 December 2019 

2019*
$

4 

Assets 

Current assets
Trade and other receivables 10 
Total current assets 10 

Total assets 10 

Liabilities 

Total liabilities - 

Net assets 10 

Equity 
Issued capital 10 

Total equity 10 

* The Company was incorporated on 22 August 2019; therefore, comparatives are not required.



Pick Lake Mining Limited 
Statement of changes in equity 
For the year ended 31 December 2019 

5 

Issued 
Total equitycapital

$ $

Balance at 21 August 2019 -  - 

Profit after income tax expense for the year -  - 
Other comprehensive income for the year, net of tax -  -

Total comprehensive income for the year: -  - 

Transactions with owners in their capacity as owners: 
- Issue of share capital  10  10 

Balance at 31 December 2019 10  10 



Pick Lake Mining Limited 
Statement of cash flows 
For the year ended 31 December 2019 

2019
$

6 

Cash flows from operating activities 

Net cash from / (used in) operating activities - 

Cash flows from investing activities 

Net cash from / (used in) investing activities -

Cash flows from financing activities 

Net cash from / (used in) financing activities -

Net increase/(decrease) in cash and cash equivalents - 
Cash and cash equivalents at the beginning of the financial year - 
Effects of exchange rate changes on cash and cash equivalents - 

Cash and cash equivalents at the end of the financial year - 



Pick Lake Mining Limited 
Notes to the financial statements 
For the year ended 31 December 2019 

7 

Note 1. Significant accounting policies 

The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies 
have been consistently applied to all the years presented, unless otherwise stated. 

New or amended Accounting Standards and Interpretations adopted
The Company has adopted all of the new or amended Accounting Standards and Interpretations issued by the Australian 
Accounting Standards Board ('AASB') that are mandatory for the current reporting period. 

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early adopted. 

Basis of preparation
?_ eYV :ZcVTe`ckd `aZ_Z`_' eYV 9`^aR_j Zd _`e R cVa`ceZ_X V_eZej SVTRfdV eYVcV RcV _` fdVcd UVaV_UV_e `_ XV_VcR] afca`dV
financial statements. 

These are special purpose financial statements that have been prepared for the purposes of distributing financial statements 
to the owners of Pick Lake Mining Limited. The Directors have determined that the accounting policies adopted are 
appropriate to meet the needs of the owners of Pick Lake Mining Limited.  

These financial statements have been prepared in accordance with the recognition measurement requirements specified by 
the International Financial Reporting Standards.

Foreign currency translation
The financial statements are presented in Canadian dollars, which is Pick Lake Mining Limited's functional and presentation 
currency. 

Current and non-current classification 
Assets and liabilities are presented in the statement of financial position based on current and non-current classification. 

An asset is classified as current when: it is either expected to be realised or intended to be sold or consumed in the 
Company's normal operating cycle; it is held primarily for the purpose of trading; it is expected to be realised within 12 months 
after the reporting period; or the asset is cash or cash equivalent unless restricted from being exchanged or used to settle a 
liability for at least 12 months after the reporting period. All other assets are classified as non-current. 

A liability is classified as current when: it is either expected to be settled in the Company's normal operating cycle; it is held 
primarily for the purpose of trading; it is due to be settled within 12 months after the reporting period; or there is no 
unconditional right to defer the settlement of the liability for at least 12 months after the reporting period. All other liabilities 
are classified as non-current. 

Trade and other receivables 
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using the effective 
interest method, less any allowance for expected credit losses. Trade receivables are generally due for settlement within 30 
days. 

Other receivables are recognised at amortised cost, less any allowance for expected credit losses. 

Issued capital 
Ordinary shares are classified as equity. 

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, 
from the proceeds. 



Pick Lake Mining Limited 
Notes to the financial statements 
For the year ended 31 December 2019 

Note 1. Significant accounting policies (continued) 

8 

New Accounting Standards and Interpretations not yet mandatory or early adopted 
Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet mandatory, 
have not been early adopted by the Company for the annual reporting period ended 30 June 2020. The Company's 
assessment of the impact of these new or amended Accounting Standards and Interpretations, most relevant to the 
Company, are set out below. 

Conceptual Framework for Financial Reporting (Conceptual Framework) 
The revised Conceptual Framework is applicable to annual reporting periods beginning on or after 1 July 2021 and early 
adoption is permitted. The Conceptual Framework contains new definition and recognition criteria as well as new guidance 
on measurement that affects several Accounting Standards. Where the Company has relied on the existing framework in 
determining its accounting policies for transactions, events or conditions that are not otherwise dealt with under the Australian 
Accounting Standards, the consolidated entity may need to review such policies under the revised framework. At this time, 
the application of the Conceptual Framework is not expected to have a material impact on the Company's financial 
statements. 

Note 2. Contingent liabilities 

The Company has no contingent liabilities at the current or previous reporting period.

Note 3. Events after the reporting period 

The impact of the Coronavirus (COVID-19) pandemic is ongoing, it is not practicable to estimate the potential impact, positive 
or negative, after the reporting date. The situation is rapidly developing and is dependent on measures imposed by the 
Australian Government and other countries, such as maintaining social distancing requirements, quarantine, travel restrictions 
and any economic stimulus that may be provided. 

No other matter or circumstance has arisen since 31 December 2019 that has significantly affected, or may significantly 
RWWVTe eYV 9`^aR_jkd `aVcReZ`_d' eYV cVdf]ed `W eY`dV `aVcReZ`_d' `c eYV 9`^aR_j$d deReV `W RWWRZcd Z_ WfefcV WZ_R_TZR] jVRc)
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CJ MF[J FZINYJI YMJ FHHTRUFS^NSL KNSFSHNFQ WJUTWY% GJNSL F XUJHNFQ UZWUTXJ KNSFSHNFQ

WJUTWY% TK =NHP 9FPJ :NSNSL 9NRNYJI #_YMJ 0TRUFS^`$% \MNHM HTRUWNXJX YMJ XYFYJRJSY TK

KNSFSHNFQ UTXNYNTS FX FY *( 1JHJRGJW )'(+% YMJ XYFYJRJSY TK HTRUWJMJSXN[J NSHTRJ FSI

YMJ XYFYJRJSY TK HFXM KQT\X KTW YMJ ^JFW JSIJI TS YMFY IFYJ% STYJX HTRUWNXNSL F XZRRFW^

TK XNLSNKNHFSY FHHTZSYNSL UTQNHNJX FSI TYMJW J]UQFSFYTW^ NSKTWRFYNTS% FSI YMJ INWJHYTWXa

IJHQFWFYNTS&

6S TZW TUNSNTS% YMJ KNSFSHNFQ WJUTWY TK =NHP 9FPJ :NSNSL 9NRNYJI NX NS FHHTWIFSHJ \NYM YMJ

0TWUTWFYNTSX .HY )''(% NSHQZINSL,

F& LN[NSL F YWZJ FSI KFNW [NJ\ TK YMJ 0TRUFS^aX KNSFSHNFQ UTXNYNTS FX FY *( 1JHJRGJW

)'(+ FSI TK NYX UJWKTWRFSHJ KTW YMJ ^JFW JSIJI TS YMFY IFYJ- FSI

G& HTRUQ^NSL \NYM .ZXYWFQNFS .HHTZSYNSL @YFSIFWIX YT YMJ J]YJSY IJXHWNGJI NS ;TYJ (%

FSI YMJ +DFEDF9HADCG 6=?IB9HADCG (&&'&

&8H@H =EG 2F@D@ED

CJ HTSIZHYJI TZW FZINY NS FHHTWIFSHJ \NYM .ZXYWFQNFS .ZINYNSL @YFSIFWIX& AMTXJ

XYFSIFWIX WJVZNWJ YMFY \J HTRUQ^ \NYM WJQJ[FSY JYMNHFQ WJVZNWJRJSYX WJQFYNSL YT FZINY

JSLFLJRJSYX FSI UQFS FSI UJWKTWR YMJ FZINY YT TGYFNS WJFXTSFGQJ FXXZWFSHJ FGTZY

\MJYMJW YMJ KNSFSHNFQ WJUTWY NX KWJJ KWTR RFYJWNFQ RNXXYFYJRJSY& <ZW WJXUTSXNGNQNYNJX ZSIJW

YMTXJ XYFSIFWIX FWJ KZWYMJW IJXHWNGJI NS YMJ )I<AHDFJG 6=GEDCGA:ABAHA=G >DF H@= )I<AH D> H@=

.AC9C;A9B 6=EDFH XJHYNTS TK TZW WJUTWY& CJ FWJ NSIJUJSIJSY TK YMJ 0TRUFS^ NS FHHTWIFSHJ

\NYM YMJ FZINYTW NSIJUJSIJSHJ WJVZNWJRJSYX TK YMJ +DFEDF9HADCG );H (&&' FSI YMJ JYMNHFQ

WJVZNWJRJSYX TK YMJ .HHTZSYNSL =WTKJXXNTSFQ FSI 2YMNHFQ @YFSIFWIX /TFWIaX )5-7 ''&

+D<= D> -H@A;G >DF 5FD>=GGADC9B );;DICH9CHG #YMJ 0TIJ$ YMFY FWJ WJQJ[FSY YT TZW FZINY TK

YMJ KNSFSHNFQ WJUTWY NS .ZXYWFQNF& CJ MF[J FQXT KZQKNQQJI TZW TYMJW JYMNHFQ WJXUTSXNGNQNYNJX NS

FHHTWIFSHJ \NYM YMJ 0TIJ&

CJ GJQNJ[J YMFY YMJ FZINY J[NIJSHJ \J MF[J TGYFNSJI NX XZKKNHNJSY FSI FUUWTUWNFYJ YT

UWT[NIJ F GFXNX KTW TZW TUNSNTS&

&8H@H E= %::EJDI@D>

CNYMTZY RTINK^NSL TZW TUNSNTS% \J IWF\ FYYJSYNTS YT ;TYJ ( YT YMJ KNSFSHNFQ WJUTWY% \MNHM

IJXHWNGJX YMJ GFXNX TK FHHTZSYNSL& AMJ KNSFSHNFQ WJUTWY MFX GJJS UWJUFWJI KTW YMJ UZWUTXJ

TK KZQKNQQNSL YMJ INWJHYTWXa KNSFSHNFQ WJUTWYNSL WJXUTSXNGNQNYNJX ZSIJW YMJ +DFEDF9HADCG );H

(&&'& .X F WJXZQY% YMJ KNSFSHNFQ WJUTWY RF^ STY GJ XZNYFGQJ KTW FSTYMJW UZWUTXJ&

10
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AMJ INWJHYTWX FWJ WJXUTSXNGQJ KTW YMJ TYMJW NSKTWRFYNTS& AMJ TYMJW NSKTWRFYNTS HTRUWNXJX YMJ NSKTWRFYNTS NSHQZIJI

NS YMJ 0TRUFS^aX FSSZFQ WJUTWY KTW YMJ ^JFW JSIJI *( 1JHJRGJW )'(+% GZY ITJX STY NSHQZIJ YMJ KNSFSHNFQ WJUTWY

FSI TZW FZINYTWaX WJUTWY YMJWJTS&

<ZW TUNSNTS TS YMJ KNSFSHNFQ WJUTWY ITJX STY HT[JW YMJ TYMJW NSKTWRFYNTS FSI FHHTWINSLQ^ \J IT STY J]UWJXX FS^

KTWR TK FXXZWFSHJ HTSHQZXNTS YMJWJTS&

6S HTSSJHYNTS \NYM TZW FZINY TK YMJ KNSFSHNFQ WJUTWY% TZW WJXUTSXNGNQNY^ NX YT WJFI YMJ TYMJW NSKTWRFYNTS FSI% NS ITNSL

XT% HTSXNIJW \MJYMJW YMJ TYMJW NSKTWRFYNTS NX RFYJWNFQQ^ NSHTSXNXYJSY \NYM YMJ KNSFSHNFQ WJUTWY TW TZW PST\QJILJ

TGYFNSJI NS YMJ FZINY TW TYMJW\NXJ FUUJFWX YT GJ RFYJWNFQQ^ RNXXYFYJI&

6K% GFXJI TS YMJ \TWP \J MF[J UJWKTWRJI% \J HTSHQZIJ YMFY YMJWJ NX F RFYJWNFQ RNXXYFYJRJSY TK YMNX TYMJW

NSKTWRFYNTS% \J FWJ WJVZNWJI YT WJUTWY YMFY KFHY& CJ MF[J STYMNSL YT WJUTWY NS YMNX WJLFWI&

(@G<:IEGHL 4<HFEDH@9@B@IK =EG I?< *@D8D:@8B 4<FEGI

AMJ INWJHYTWX TK YMJ 0TRUFS^ FWJ WJXUTSXNGQJ KTW YMJ UWJUFWFYNTS TK YMJ KNSFSHNFQ WJUTWY YMFY LN[JX F YWZJ FSI KFNW

[NJ\ FSI MF[J IJYJWRNSJI YMFY YMJ GFXNX TK UWJUFWFYNTS IJXHWNGJI NS ;TYJ ( YT YMJ KNSFSHNFQ WJUTWY NX FUUWTUWNFYJ

YT RJJY YMJ WJVZNWJRJSYX TK YMJ 0TWUTWFYNTSX .HY )''( FSI NX FUUWTUWNFYJ YT RJJY YMJ SJJIX TK YMJ RJRGJWX&

AMJ INWJHYTWXa WJXUTSXNGNQNY^ FQXT NSHQZIJX XZHM NSYJWSFQ HTSYWTQ FX YMJ INWJHYTWX IJYJWRNSJ NX SJHJXXFW^ YT JSFGQJ

YMJ UWJUFWFYNTS TK YMJ KNSFSHNFQ WJUTWY YMFY LN[JX F YWZJ FSI KFNW [NJ\ FSI NX KWJJ KWTR RFYJWNFQ RNXXYFYJRJSY%

\MJYMJW IZJ YT KWFZI TW JWWTW&

6S UWJUFWNSL YMJ KNSFSHNFQ WJUTWY% YMJ INWJHYTWX FWJ WJXUTSXNGQJ KTW FXXJXXNSL YMJ FGNQNY^ TK YMJ 0TRUFS^ YT HTSYNSZJ

FX F LTNSL HTSHJWS% INXHQTXNSL% FX FUUQNHFGQJ% RFYYJWX WJQFYJI YT LTNSL HTSHJWS FSI ZXNSL YMJ LTNSL HTSHJWS

GFXNX TK FHHTZSYNSL ZSQJXX YMJ INWJHYTWX JNYMJW NSYJSI YT QNVZNIFYJ YMJ 0TRUFS^ TW YT HJFXJ TUJWFYNTSX% TW MFX ST

WJFQNXYNH FQYJWSFYN[J GZY YT IT XT&

%J;@IEGLH 4<HFEDH@9@B@I@<H =EG I?< %J;@I E= I?< *@D8D:@8B 4<FEGI

<ZW WJXUTSXNGNQNY^ NX YT J]UWJXX FS TUNSNTS TS YMJ KNSFSHNFQ WJUTWY GFXJI TS TZW FZINY& <ZW TGOJHYN[JX FWJ YT TGYFNS

WJFXTSFGQJ FXXZWFSHJ FGTZY \MJYMJW YMJ KNSFSHNFQ WJUTWY FX F \MTQJ NX KWJJ KWTR RFYJWNFQ RNXXYFYJRJSY% \MJYMJW

IZJ YT KWFZI TW JWWTW% FSI YT NXXZJ FS FZINYTWaX WJUTWY YMFY NSHQZIJX TZW TUNSNTS& ?JFXTSFGQJ FXXZWFSHJ NX F MNLM

QJ[JQ TK FXXZWFSHJ% GZY NX STY F LZFWFSYJJ YMFY FS FZINY HTSIZHYJI NS FHHTWIFSHJ \NYM YMJ .ZXYWFQNFS .ZINYNSL

@YFSIFWIX \NQQ FQ\F^X IJYJHY F RFYJWNFQ RNXXYFYJRJSY \MJS NY J]NXYX& :NXXYFYJRJSYX HFS FWNXJ KWTR KWFZI TW JWWTW

FSI FWJ HTSXNIJWJI RFYJWNFQ NK% NSIN[NIZFQQ^ TW NS YMJ FLLWJLFYJ% YMJ^ HTZQI WJFXTSFGQ^ GJ J]UJHYJI YT NSKQZJSHJ

YMJ JHTSTRNH IJHNXNTSX TK ZXJWX YFPJS TS YMJ GFXNX TK YMNX KNSFSHNFQ WJUTWY&

.X UFWY TK FS FZINY NS FHHTWIFSHJ \NYM YMJ .ZXYWFQNFS .ZINYNSL @YFSIFWIX% \J J]JWHNXJ UWTKJXXNTSFQ OZILJRJSY

FSI RFNSYFNS UWTKJXXNTSFQ XHJUYNHNXR YMWTZLMTZY YMJ FZINY& CJ FQXT,

1 6IJSYNK^ FSI FXXJXX YMJ WNXPX TK RFYJWNFQ RNXXYFYJRJSY TK YMJ KNSFSHNFQ WJUTWY% \MJYMJW IZJ YT KWFZI TW

JWWTW% IJXNLS FSI UJWKTWR FZINY UWTHJIZWJX WJXUTSXN[J YT YMTXJ WNXPX% FSI TGYFNS FZINY J[NIJSHJ YMFY NX

XZKKNHNJSY FSI FUUWTUWNFYJ YT UWT[NIJ F GFXNX KTW TZW TUNSNTS& AMJ WNXP TK STY IJYJHYNSL F RFYJWNFQ

RNXXYFYJRJSY WJXZQYNSL KWTR KWFZI NX MNLMJW YMFS KTW TSJ WJXZQYNSL KWTR JWWTW% FX KWFZI RF^ NS[TQ[J

HTQQZXNTS% KTWLJW^% NSYJSYNTSFQ TRNXXNTSX% RNXWJUWJXJSYFYNTSX% TW YMJ T[JWWNIJ TK NSYJWSFQ HTSYWTQ&

11



-D;<F<D;<DI %J;@IEGLH 4<FEGI
AT YMJ :JRGJWX TK =NHP 9FPJ :NSNSL 9NRNYJI $+DCHACI=<%

1 <GYFNS FS ZSIJWXYFSINSL TK NSYJWSFQ HTSYWTQ WJQJ[FSY YT YMJ FZINY NS TWIJW YT IJXNLS FZINY UWTHJIZWJX YMFY

FWJ FUUWTUWNFYJ NS YMJ HNWHZRXYFSHJX% GZY STY KTW YMJ UZWUTXJ TK J]UWJXXNSL FS TUNSNTS TS YMJ JKKJHYN[JSJXX

TK YMJ 0TRUFS^aX NSYJWSFQ HTSYWTQ&

1 2[FQZFYJ YMJ FUUWTUWNFYJSJXX TK FHHTZSYNSL UTQNHNJX ZXJI GFXJI TS YMJ FHHTZSYNSL UTQNHNJX INXHQTXJI NS

;TYJ ( FSI YMJ WJFXTSFGQJSJXX TK FHHTZSYNSL JXYNRFYJX FSI WJQFYJI INXHQTXZWJX RFIJ G^ YMJ INWJHYTWX&

1 0TSHQZIJ TS YMJ FUUWTUWNFYJSJXX TK YMJ INWJHYTWXa ZXJ TK YMJ LTNSL HTSHJWS GFXNX TK FHHTZSYNSL FSI%

GFXJI TS YMJ FZINY J[NIJSHJ TGYFNSJI% \MJYMJW F RFYJWNFQ ZSHJWYFNSY^ J]NXYX WJQFYJI YT J[JSYX TW

HTSINYNTSX YMFY RF^ HFXY XNLSNKNHFSY ITZGY TS YMJ 0TRUFS^aX FGNQNY^ YT HTSYNSZJ FX F LTNSL HTSHJWS& 6K \J

HTSHQZIJ YMFY F RFYJWNFQ ZSHJWYFNSY^ J]NXYX% \J FWJ WJVZNWJI YT IWF\ FYYJSYNTS NS TZW FZINYTWaX WJUTWY YT YMJ

WJQFYJI INXHQTXZWJX NS YMJ KNSFSHNFQ WJUTWY TW% NK XZHM INXHQTXZWJX FWJ NSFIJVZFYJ% YT RTINK^ TZW TUNSNTS&

<ZW HTSHQZXNTSX FWJ GFXJI TS YMJ FZINY J[NIJSHJ TGYFNSJI ZU YT YMJ IFYJ TK TZW FZINYTWaX WJUTWY& 5T\J[JW%

KZYZWJ J[JSYX TW HTSINYNTSX RF^ HFZXJ YMJ 0TRUFS^ YT HJFXJ YT HTSYNSZJ FX F LTNSL HTSHJWS&

1 2[FQZFYJ YMJ T[JWFQQ UWJXJSYFYNTS% XYWZHYZWJ FSI HTSYJSY TK YMJ KNSFSHNFQ WJUTWY% NSHQZINSL YMJ INXHQTXZWJX%

FSI \MJYMJW YMJ KNSFSHNFQ WJUTWY WJUWJXJSYX YMJ ZSIJWQ^NSL YWFSXFHYNTSX FSI J[JSYX NS F RFSSJW YMFY

FHMNJ[JX KFNW UWJXJSYFYNTS&

1 <GYFNS XZKKNHNJSY FUUWTUWNFYJ FZINY J[NIJSHJ WJLFWINSL YMJ KNSFSHNFQ NSKTWRFYNTS TK YMJ JSYNYNJX TW GZXNSJXX

FHYN[NYNJX \NYMNS YMJ 0TRUFS^ YT J]UWJXX FS TUNSNTS TS YMJ KNSFSHNFQ WJUTWY& CJ FWJ WJXUTSXNGQJ KTW YMJ

INWJHYNTS% XZUJW[NXNTS FSI UJWKTWRFSHJ TK YMJ 0TRUFS^ FZINY& CJ WJRFNS XTQJQ^ WJXUTSXNGQJ KTW TZW FZINY

TUNSNTS&

CJ HTRRZSNHFYJ \NYM YMJ INWJHYTWX WJLFWINSL% FRTSL TYMJW RFYYJWX% YMJ UQFSSJI XHTUJ FSI YNRNSL TK YMJ FZINY

FSI XNLSNKNHFSY FZINY KNSINSLX% NSHQZINSL FS^ XNLSNKNHFSY IJKNHNJSHNJX NS NSYJWSFQ HTSYWTQ YMFY \J NIJSYNK^ IZWNSL TZW

FZINY&

CJ FQXT UWT[NIJ YMJ INWJHYTWX \NYM F XYFYJRJSY YMFY \J MF[J HTRUQNJI \NYM WJQJ[FSY JYMNHFQ WJVZNWJRJSYX

WJLFWINSL NSIJUJSIJSHJ% FSI YT HTRRZSNHFYJ \NYM YMJR FQQ WJQFYNTSXMNUX FSI TYMJW RFYYJWX YMFY RF^ WJFXTSFGQ^

GJ YMTZLMY YT GJFW TS TZW NSIJUJSIJSHJ% FSI \MJWJ FUUQNHFGQJ% WJQFYJI XFKJLZFWIX&

&)16/)75 ',4-5 1-'2/2** '%

'?8GI<G<; %::EJDI8DIH 38GID<G

1FYJI FY =JWYM YMNX (*YM IF^ TK <HYTGJW )')'
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Directors’ Report 
 

Your Directors present their report on the consolidated entity (referred to hereafter as the Group) comprising Superior Lake Resources Ltd (Superior Lake or 
the Company) and the entities it controlled at the end of, or during, the nine months ended 30 September 2020. Superior Lake is a company limited by shares 
that is incorporated and domiciled in Australia. 

DIRECTORS AND COMPANY SECRETARY 

The following persons were Directors of Superior Lake (Directors) during the nine months ended 30 September 2020 and up to the date of this report:  

Mr Grant Davey  

Mr Alf Gilman (appointed 1 July 2020) 

Mr Christopher Knee (appointed 1 July 2020) 

Mr Keong Chan (Chairman) (resigned 1 July 2020) 

Mr Peter Williams (resigned 1 July 2020) 

 

 

Company Secretary 

Mr Stuart McKenzie  

 

 
PRINCIPAL ACTIVITIES 
 
The principal continuing activity of the Company during the financial year was the exploration and evaluation of its Pick Lake and Winston Lake zinc projects 
in Ontario Canada.  

 
BASIS OF PREPARATION 
 
The attached Condensed Interim Financial Report the nine months ended 30 September 2020 are unaudited and have been prepared by management and 
approved by the Board of Directors of the Company. 

 
SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS 
 
On the 10 September 2020 the Company announced it had vended its Superior Lake Zinc Project into TSX-V listed company CROPS Inc. (CROPS) The key 
terms to the transaction are: 

• CROPS will pay the Company CAD$25,000 on signing and a further A$200,000 in cash and issue 128,920,000 Crops shares worth approximately 
$16.5M on completion of the transaction; 

• On completion of the transaction, the Company will hold approximately a 70% interest in CROPS; 

• In addition, CROPS will pay the previous vendor of the Pick Lake Project the final option payment of CAD$500,000 which concludes the 
acquisition of project and tenement package; 

• The consideration CROPS shares received by the Company will be escrowed per the TSX Venture Exchange rules; 

• A break fee of CAD$150,000 will be payable to CROPS if the Company terminates the agreement subject to certain conditions and a break fee of 
CAD$125,000 will be payable by CROPS to the Company subject to certain conditions.  

 
During the period, the Company also entered into two option agreements relating to uranium projects in North America. While the Company allowed one of 
these agreements to lapse, it continues to carry out due diligence on Premier Uranium LLC (“Premier”). Through this due diligence process, the Company 
has further strengthened its relationship with Sachem Cove and in addition to the work being carried out with respect to Premier, has led both groups to work 
closely together to identify other potential uranium opportunities in the USA. 

REVIEW OF OPERATIONS 

 

A review of the Company operations for the nine month period ending 30 September 2020 is set out below. 
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Results of operations 
 
A summary of results for the nine month period ending 30 September 2020 is as follows: 

 

 

September 2020 
$ 

September 2019 
$ 

Net loss after income tax  (1,821,227) (5,800,784) 

attributable to:   

Exploration and evaluation expense (349,722) (3,985,296) 

Share based payments (607,604) (428,863) 

Administrative expense (363,081) (497,921) 

Employee benefit expense (284,285) (583,016) 
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Superior Lake Zinc Project 

During the period, the Company completed the acquisition of an additional 17.5% of the Superior Lake Project, which increased its Project interest to 87.5%.  

Project related work completed during the period focused on optimisation of the Bankable Feasibility Study (“BFS”) for the Company’s Superior Lake Zinc 
Project (“Project”) in Ontario, Canada (“Study”) and review of the exploration potential on the Company’s tenement holdings. 

Optimisation study 

Following completion of a bankable feasibility study (BFS) (ASX Announcement 28 August 2019), which delivered robust financial returns (pre-tax NPV8 of 

A$224M), driven by low operating costs (C1 US$0.35/lb) and low upfront capital expenditure (US$87M), the Company commenced work on options to further 

improve Project economics.  The objective of the Study was to improve the economic returns and to further increase the Project’s debt carrying capacity. 

The key areas of focus for the Study were:  

1) Examination of the potential to mine higher grade ore and / or more tonnes earlier in the Project’s life. (In the BFS, during the first two years of 

production, the average grade mined is less than the reserve grade of 13.9% Zn).  

2) Assessment of the benefits of using a mining contractor that could achieve higher mining rates based on a more experienced team, procedures 

and systems. 

3) Identification of capital costs that could be deferred until later in the Project’s life. 

4) Consideration of staging the Project by looking at options whereby a mining contractor would undertake the mine development work for equity or 

enter into a project financing agreement to cover these costs. 

Mining schedules 

With the support of the BFS mining consultant, the Company investigated options for mining higher grade ore or increased tonnes in years one and two, 

aimed at improving the Project’s debt carrying capacity. After analysing several options, two mining schedules were produced. 

The revised mining schedules considered accelerated mining rates, utilisation of additional equipment and a flatter mining profile.  

A summary of the outcomes under the different options is shown in the table below. 

Table 1: Mining Schedule Scenarios 

 Total Yr1 Yr2 Yr3 Yr4 Yr5 Yr6 Yr7 Yr8 Yr9 

BFS Schedule 

Ore tonnes (t) 2,202,631 51,584 178,335 312,511 329,400 328,500 328,500 327,910 192,928 152,693 

Zn Grade (%) 13.7 10.0 9.6 10.4 13.1 16.4 14.1 13.7 15.9 18.7 

Zn Metal (t) 290,076 4,997 16,389 31,265 41,451 51,693 44,450 43,002 29,420 27,410 

Optimisation Study – Option 1 

Ore tonnes (t) 2,202,632 144,544 282,068 328,500 325,837 326,450 325,380 325,500 141,352  

Zn Grade (%) 13.7 9.6 9.7 12.8 15.2 16.3 15.3 14.5 13.1  

Zn Metal (t) 290,344 13,332 26,399 40,342 47,722 51,123 47,785 45,865 17,776  

Variance (t) 268 8,335 10,010 9,078 6,271 -570 3,335 2,863 -11,644  

Optimisation Study – Option 2 

Ore tonnes (t) 2,202,632 165,699 284,957 328,500 324,813 326,629 324,166 328,500 119,369  

Zn Grade (%) 13.7 9.2 10.2 12.6 15.5 15.8 15.5 14.6 13.6  

Zn Metal (t) 290,453 14,686 28,009 39,897 48,441 49,626 48,160 46,095 15,538  

Variance (t) 377 9,689 11,620 8,632 6,989 -2,066 3,710 3,094 -13,882  

 
Project Staging 

A detailed assessment was undertaken to determine if delinking the mine development from the remainder of the Project execution could improve 

economics. This scenario involved stockpiling ore for a period at the beginning of the schedule, with plant construction then delayed so that when the plant 

commences operations the concentrate production ramp-up is not constrained by the mine development and ramp-up. 

The analysis indicated that the plant construction can be delayed by up to nine months, with the plant throughput ramping up to the design value of 300,000 

tonnes per year at the end of the first year of production rather than at the end of the second year as per the BFS schedule.  This scenario however requires 

an alternate funding approach for mine development. A number of discussions were held with various Canadian parties that had shown interest in the project, 

including mining contractors, equipment suppliers and a business consortium. The Company has been working closely with one particular Canadian mining 

contractor who is accessing the Project data room and the initial feedback has been encouraging. 
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Project Capital Costs 

The Company undertook a review of the plant capital costs, specifically contracting methodologies and associated indirect costs. Savings of approximately 

US$4M were identified as part this review, resulting in a revised upfront capital cost of US$82.9M, excluding Owner’s costs and pre-production expenditure. 

Table 2: Updated Project Capital Cost Estimate 

Cost Centre BFS Capex  

US$M 

Updated Capex (US$M) 

Site General 0.8 0.8 

Process Plant 43.5 45.9 

Infrastructure 7.5 7.5 

Mine Development 13.2 13.2 

sub-total Direct Capital Costs 65.1 67.4 

EPCM / Management 5.4 5.4 

Construction Indirects 7.7 1.9 

sub-total Indirect Capital Costs 13.1 7.3 

Contingency 8.6 8.2 

Total $86.7M $82.9M 
 

Review of near mine and regional exploration targets 

During the period, the Company expanded its exploration efforts across the Company’s total holding in the Superior Lake region (217km2) (Figure 1). This 

resulted in the Company “stepping out” from the previous near mine targets to assess numerous prospects along strike from the existing resources and 

regional targets.   

This work has resulted in the following targets being identified:  

• Multiple near mine targets – along trend from the Pick, Winston and Zenith deposits. 

• Joe Creek – untested brownfield targets associated with structural and aeromagnetic anomalies in regionally attractive mafic volcanic rocks, 

located 75km east of Pick/Winston.  

• Victoria Lake – untested aeromagnetic anomalies in mafic volcanic rocks along trend of historical assays of 0.12% Zn over 20m and surface grab 

samples of 1100ppm Zn, located 20km south of the Pick Lake deposit.  

• Ellis Lake – potential for gold mineralisation along trend of the Schrieber Pyramid Gold mine, located 25km south-east of Pick/Winston. 

• Tuuri – comprises mafic-intermediate metavolcanics and metasediments and granite intrusions and cross-cut by mafic dykes, located 40km 

south-east of Pick/Winston. 
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Image 1: Geology and location of exploration targets 

 

Transaction to vend Superior Lake Project to CROPS Inc. 

While the Company has significantly advanced the Project since its acquisition in 2017, through multiple development studies, including the positive BFS, it 

entered into a definitive agreement to vend its interests in the Project into the TSXV listed company CROPS Inc. (TSXV: COPS) (“CROPS”). 

Following the BFS, the Company received several non-binding indicative debt proposals of up to US$70 million for project finance as well as expressions of 

interest from major global metal traders and smelters. Owing to a weakening in equity markets for junior resource companies during the first half of 2020 and 

a weakening zinc price towards the end of 2019, securing the equity component required for a fully financed solution, could not be achieved without 

substantially diluting existing shareholders. 

The impact of COVID-19 has made travel to the Project by senior management, which are all based in Australia, near impossible and it remains highly 

uncertain when regular international travel to the Project may resume.     

As a result, the Company believes that having control of the Project in the hands of a strong and reputable management team based in Canada, is the best 

option available for the Company to crystalise additional value in the Project. 

Under the terms of the Transaction, on completion the Company’s subsidiary, Ophiolite Holdings Pty Ltd (“Ophiolite”), will receive approximately 128.9 million 

CROPS shares, which it is anticipated will represent approximately a 70% interest in the issued and outstanding CROPS’ shares. Ophiolite has received an 

initial non-refundable cash payment of C$25,000 and will also receive an A$200,000 cash payment on completion of the Transaction. 

The Transaction is subject to a number of conditions precedent, including obtaining approval of the Company’s shareholders, with completion of the 

Transaction expected to occur in March-April 2021.  

Uranium strategy 

During the period, the Company entered into two option agreements relating to uranium projects in North America. While the Company allowed one of these 

agreements to lapse, it continues to carry out due diligence on Premier Uranium LLC (“Premier”). Through this due diligence process, the Company has 

further strengthened its relationship with Sachem Cove and in addition to the work being carried out with respect to Premier, has led both groups to work 

closely together to identify other potential uranium opportunities in the USA.  

Through this due diligence process, the Company has further strengthened its relationship with Sachem Cove and in addition to the work being carried out 

with respect to Premier, has led both groups to work closely together to identify other potential uranium opportunities in the USA.  

Through this due diligence process, the Company has further strengthened its relationship with Sachem Cove and in addition to the work being carried out 

with respect to Premier, has led both groups to work closely together to identify other potential uranium opportunities in the USA.  
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AUDITORS INDEPENDENCE DECLARATION 
 
A copy of the auditor’s independence declaration as required under section 307 of the Corporation Act 2001 is set out on page 9. This Interim Financial 
Report is made in accordance with a resolution of the Directors. 

 

 

 

 

 

 

Mr Christopher Knee 

Executive Director 

28 January 2021 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

To the Board of Directors 

 

 

 

Auditor’s Independence Declaration under Section 307C of the 

Corporations Act 2001 

 

As lead audit partner for the review of the financial statements of Superior Lake Resources 

Limited for the period ended 30 September 2020, I declare that to the best of my 

knowledge and belief, there have been no contraventions of: 

 

 the auditor independence requirements of the Corporations Act 2001 in relation to the 

review; and 

 

 any applicable code of professional conduct in relation to the review. 

 

 

Yours Faithfully, 

 

  
  
 

BENTLEYS CHRIS NICOLOFF CA 

Chartered Accountants Partner 

 

 

Dated at Perth this 28th day of January 2021 
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Financial Report 
 

Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income 
 

NINE MONTHS ENDED 30 SEPTEMBER 2020   

 Notes 

Group Group 

30-Sep 30-Sep 

2020 2019 

    $ $ 

Other income  622 6,513 

    

Depreciation expense  (1,811) (1,398) 

Exploration and evaluation expenses  (349,722) (3,985,296) 

Accounting, tax and audit fees  (85,200) (32,262) 

Occupancy expenses  (62,781) (76,279) 

Administrative expenses  (363,081)  (497,921) 

Employee benefit expenses and consultancy fees  (284,285)  (583,016) 

Share based payments  (607,604) (428,863) 

Business development  (67,365) (202,263) 

LOSS BEFORE INCOME TAX   (1,821,227) (5,800,785) 

Income tax expense 
 

- - 
 

LOSS FOR THE PERIOD  (1,821,227) (5,800,785) 

LOSS FOR THE PERIOD ATTRIBUTABLE TO EQUITY HOLDERS 
OF SUPERIOR LAKE RESOURCES LIMITED  

 (1,821,227) (5,800,785) 

 

   
OTHER COMPREHENSIVE INCOME/(LOSS) NET OF TAX 

    

Items that may be reclassified subsequently to profit or loss    

Exchange differences on translation of a foreign operation  180,662 (11,672) 

  180,662 (11,672) 

Items that will not be reclassified subsequently to profit or loss    

Changes in fair value of financial assets  4 (166,000) 83,000 

  (166,000) 83,000 

Other Comprehensive (loss)/income for the period  14,662 71,328 

TOTAL COMPREHENSIVE LOSS FOR THE PERIOD  (1,806,565) (5,729,457) 

TOTAL COMPREHENSIVE LOSS FOR THE PERIOD 
ATTRIBUTABLE TO EQUITY HOLDERS OF SUPERIOR LAKE 
RESOURCES LIMITED  

 (1,806,565) (5,729,457) 

    

Basic and diluted loss per share (cents per share)   (1.45) (0.63) 

The above condensed statement of profit or loss and other comprehensive income is to be read in conjunction with the accompanying notes. 
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Financial Report  
Condensed Consolidated Statement of Financial Position 

   

AS AT 30 SEPTEMBER 2020   

 

 Group Group 

Notes 30-Sep 31-Dec  
2020 2019 

  $ $ 

CURRENT ASSETS        

Cash and cash equivalents  1,620,295 761,513 

Trade and other receivables  42,989 183,730 

Prepayments  35,845 22,394 

TOTAL CURRENT ASSETS   1,699,129 967,637 

    

NON-CURRENT ASSETS     

Other financial assets 4 5,000 191,000 

Exploration & evaluation assets 5 1,568,439 1,312,610 

Property, plant and equipment  5,242 7,053 

TOTAL NON-CURRENT ASSETS   1,578,681 1,510,663 

TOTAL ASSETS   3,277,810 2,478,300 

    

CURRENT LIABILITIES     

Trade and other payables  165,662 601,086 

Funds received for shares to be issued  - 200,000 

Provisions  - 22,356 

TOTAL CURRENT LIABILITIES   165,662 823,442 

    

TOTAL NON-CURRENT LIABILITIES    

TOTAL LIABILITIES   165,662 823,442 

NET ASSETS  3,112,148 1,654,858 

    

EQUITY     

Contributed equity 7 27,040,498 22,871,434 

Share based payments reserve  6 2,736,318 2,128,714 

Investment revaluation reserve  (249,000) (83,000) 

Foreign currency translation reserve  180,173 (489) 

Transactions with minority shareholders 8 (1,512,813) - 

Accumulated losses  (25,083,028) (23,261,801) 

TOTAL EQUITY   3,112,148 1,654,858 

The above condensed statement of financial position is to be read in conjunction with the accompanying notes.
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Financial Report 
 

Condensed Consolidated Statement of Changes in Equity 

 

NINE MONTHS ENDED 30 SEPTEMBER 
2020 

 
Contributed 

Equity  
 Accumulated 

Losses  

 Share Based 
Payments 

Reserve  

Investment 
Revaluation 

Reserve 

Foreign 
currency 

translation 
reserve 

Transactions 
with minority 
shareholders 

 Total  

    $   $   $  $ $ $  $  

         

         
Balance at 1 January 2020  22,871,434 (23,261,801) 2,128,714 (83,000) (489) - 1,654,858 

         
Loss for the period  - (1,821,227)  -  - - - (1,821,227) 

Foreign exchange translation differences  - - - - 180,662 - 180,662 

Changes in fair value of financial assets  - - - (166,000) - - (166,000) 

Total comprehensive (loss)/income for the 
period 

 - (1,821,227) - (166,000) 180,662 
- 

(1,806,565) 

Transactions with owners in their capacity 
as owners 

     
  

 

Issue of shares   2,800,001 - - - - - 2,800,001 

Less: Share issue costs   (143,750) - - - - - (143,750) 

Transaction with minority shareholders 8 1,512,813 - - - - (1,512,813) - 

Share based payments  - - 607,604 - - - 607,604 

Balance at 30 September 2020  27,040,498 (25,083,028) 2,736,318 (249,000) 180,173 (1,512,813) 3,112,148 
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Financial Report 
 

Condensed Consolidated Statement of Changes in Equity 
 
 
 

TWELVE MONTHS ENDED 31 
DECEMBER 2019 

 
Contributed 

Equity  
 Accumulated 

Losses  

 Share Based 
Payments 

Reserve  

Investment 
Revaluation 

Reserve 

Foreign 
currency 

translation 
reserve 

 Total  

    $   $   $  $ $  $  

        

        
Balance at 1 January 2019  19,002,847 (16,244,767) 1,621,028 (124,500) - 4,254,608 

        
Loss for the year  - (7,017,034)  -  - - (7,017,034) 

Foreign exchange translation differences      (489) (489) 

Changes in fair value of financial assets  - - - 41,500 - 41,500 

Total comprehensive (loss)/income for the 
year 

 - (7,017,034) - 41,500 (489) (6,976,023) 

Transactions with owners in their capacity 
as owners 

       

Issue of shares   4,098,023 - - - - 4,098,023 

Less: Share issue costs   (229,436) - - - - (229,436) 

Share based payments  - - 507,686 - - 507,686 

Balance at 31 December 2019  22,871,434 (23,261,801) 2,128,714 (83,000) (489) 1,654,858 

        

        

        

 
 

 

 
The above condensed statement of changes in equity should be read in conjunction with the accompanying notes. 
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Financial Report 
 

Condensed Consolidated Statement of Cash Flows  
 

NINE MONTHS ENDED 30 SEPTEMBER 2020                   

 Notes 

Group Group 

Nine months 
ended 

Nine months 
 ended 

30-Sep 30-Sep 

2020 2019 

  $ $ 

CASH FLOWS FROM OPERATING ACTIVITIES        

Payments to suppliers and employees (inclusive of GST)  (1,098,227) (1,392,881) 

Interest received   622 23,029 

Other income received  - (16,520) 

Payments for exploration and evaluation activities  (169,036) (4,111,839) 

NET CASH OUTFLOW FROM OPERATING ACTIVITIES   (1,266,641) (5,498,211) 

CASH FLOWS FROM INVESTING ACTIVITIES     

Purchase of property, plant and equipment  - (3,479) 

Payments for exploration: acquisition costs  (55,828) (357,953) 

Payment for exclusive option over Uranium projects  (275,000) - 

NET CASH OUTFLOW FROM INVESTING ACTIVITIES   (330,828) (361,432) 

CASH FLOWS FROM FINANCING ACTIVITIES     

Proceeds from issue of shares  2,456,251 3,568,587 

NET CASH INFLOW FROM FINANCING ACTIVITIES  2,456,251 3,568,587 

NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS   858,782 (2,291,056) 

Cash and cash equivalents at the beginning of the year   761,513 4,229,052 

Effects of exchange rate changes on cash and cash equivalents  - - 

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD   1,620,295 1,937,996 

The above statement of cash flows is to be read in conjunction with the accompanying notes. 
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Notes to the Condensed Consolidated Financial Statements 

 

1. CORPORATE INFORMATION 

Superior Lake Resources Ltd (Superior lake or the Company) is a company incorporated in Australia and limited by shares.  Superior Lake shares are 
traded on the Australian Securities Exchange under the stock code SUP. The Condensed Consolidated Interim Financial Report of the Company as at, and 
for the nine-month period ending, 30 September 2020 comprise the Company and its subsidiaries (together the Group). 
 
During the period, the principal continuing activities of the Group consisted of exploration and development of the Pick Lake and Winston Lake zinc projects 
in Ontario Canada. 
 
The Consolidated Financial Statements of the Group as at and for the year ended 31 December 2019 are available online at www.superiorlake.com.au or 
upon request from the Company’s registered office located at Level 1, Emerald House, 1202 Hay Street, West Perth 6005, Australia. 
 
This financial report was authorised for issue in accordance with a resolution of the Directors on 28 January 2021. 
 

2. SIGNIFICANT ACCOUNTING POLICIES 

Basis of preparation 

This general purpose Interim Financial Report for the nine-month period ended 30 September 2020 has been prepared in accordance with AASB 134 
Interim Financial Reporting and the Corporations Act 2001. The Interim Financial Report does not include all notes of the type normally included within the 
Annual Financial Report. However, selected explanatory notes are included to explain events and transactions that are important to an understanding of 
changes in the Group’s financial position and performance since the last Annual Consolidated Financial Statements, as of, and for the year ended 31 
December 2019.   

It is recommended that this Interim Financial Report be read in conjunction with the Annual Report for the year ended 31 December 2019 and considered 
together with any public announcements made by the Company during the nine-month period ended 30 September 2020 in accordance with the Company’s 
continuous disclosure obligations. 

Going Concern 

The Interim Financial Report has been prepared on the going concern basis of accounting, which assumes the continuity of normal business activities and 
the realisation of assets and settlement of liabilities in the ordinary course of business. 

The Group incurred a loss from continuing operations of $1,821,227 (2019: $5,800,784) during the nine month ended 30 September 2020, net cash inflows 
from operational, investing and financing activities of $858,782 (2019: -$2,291,056), and a net working capital surplus of $1,533,467 (2019: $144,195) at that 
date.  

The ability of the Group to continue as a going concern is principally dependent upon the following: 

• On 6 Jan 2021, 1,458,333 shares were issued to a Director with shareholder approval for gross proceeds before cost of $175,000; 

• The Group has the capacity, if necessary, to reduce its operating cost structure in order to minimise its working capital requirements; and  

• The Company has a track record of successfully raising capital from new and existing shareholders. 

These conditions indicate a material uncertainty that may cast significant doubt about the ability of the Group to continue as a going concern. In the event the 
above matters are not achieved, the Group will be required to raise funds for working capital from other sources. 

The directors have prepared a cash flow forecast, which indicates that the Group will have sufficient cash flows to meet all commitments and working capital 
requirements for the 12-month period from the date of signing this financial report. 

Based on the cash flow forecasts and other factors referred to above, the directors are satisfied that the going concern basis of preparation is appropriate. In 
particular, given the Group’s history of raising capital to date, the directors are confident of the Group’s ability to raise additional funds as and when they are 
required.  

Should the Group be unable to continue as a going concern it may be required to realise its assets and extinguish its liabilities other than in the normal 
course of business and at amounts different to those stated in the financial statements. 

The financial statements do not include any adjustments relating to the recoverability and classification of asset carrying amounts or to the amount and 
classification of liabilities that might result should the Group be unable to continue as a going concern and meet its debt obligations as and when they fall 
due.   

Use of judgements and estimates 

The preparation of Interim Financial Report requires management to make judgements, estimates and assumptions that affect the application of accounting 
policies and the reported amounts of assets and liabilities, income and expense. Actual results may differ from these estimates. 

In preparing the Interim Financial Report, the significant judgments made by management in applying the Group’s accounting policies and the key sources 
of estimation uncertainty were the same as those that applied to the Consolidated Financial Statements for the year ended 31 December 2019. 
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Notes to the Condensed Consolidated Financial Statements (Cont’d) 

Application of New and Revised Accounting Standards 

The Company has adopted all of the new, revised or amending Accounting Standards and Interpretations issued by the Australian Accounting Standards 
Board (“AASB”) that are mandatory for the current reporting period.  The adoption of these Accounting Standards and Interpretations did not have any 
significant or material impact on the financial performance or position of the Company during the period. 

Any new, revised or amending Accounting Standards or Interpretations that are not yet mandatory have not been early adopted. 

 

 

3. SEGMENT INFORMATION 

Description of segments 
 
The Group operates in one segment, being mineral exploration. This is the basis on which internal reports are provided to the Directors for assessing 
performance and determining the allocation of resources within the Group. All of the Group’s mineral exploration activity is based in Canada. 
 
 

     Group 

30 September 

2020 

Group 

 31 December  

2019 

     $ $ 

 

4. OTHER FINANCIAL ASSETS  

Non-current asset      

Security bond    5,000 25,000 

Financial assets at fair value through other comprehensive 
income   - 166,000 

   5,000  191,000 

     

Financial assets at fair value through other comprehensive 
income      

Listed securities – Shares     

     

Opening balance    166,000 124,500 

Fair value movement*   (166,000) 41,500 

Closing Balance   - 166,000 

     

The Group holds 8,300,000 shares in Athena Resources Limited, which is quoted on the Australian Securities Exchange (ASX: AHN). The current quoted 
price for AHN is $0.02 however the company has remained in suspension since 13 August 2019. The Company does not envisage recovering a material 
amount from the sale of these listed securities if it were to emerge from suspension. The financial assets have therefore been revalued to zero. 
 

 

5. EXPLORATION & EVALUATION ASSETS    
 

Opening Balance   1,312,610 954,657 

Additions / (disposals)     

 - Pick Lake   - 387,953 

 - Winston Lake   55,829 - 

 - Mt Morley   - (30,000) 

- Uranium project exclusive option agreements   200,000 - 

Closing Balance   1,568,439 1,312,610 
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Notes to the Condensed Consolidated Financial Statements (Cont’d) 

 

5. EXPLORATION & EVALUATION ASSETS (continued)  

 

 
During the year ended 31 December 2018 the Group acquired the Pick Lake and Winston Lake projects and has capitalised acquisition costs directly 
attributable to these projects during the nine month period ended 30 September 2020.  
 
On the 16 June 2020 the Company also acquired an exclusive option over the Sweetwater Project in Wyoming and the Uravan project in Utah/Colorado from 
Premier Uranium LLC a company controlled by a prominent uranium hedge fund Sachem Cove Partners. The commercial terms of the acquisition is 
currently under commercial negotiation with the vendor and have not yet been agreed.  
 
The Company has capitalised the costs of the exclusive options and is currently conducting due diligence on the projects. 
 

     Group 

30 September  
2020 

Group 

 31 December  

2019 

     $ $ 

 
(b)        Share based payments inputs   

 

 

Director Grant date 
Number 

granted 

Exercise 

price ($) 

Value per 

option ($) 

Value of 

options 

granted ($) 

Value of 

options 

expensed 

during 

period 

Vesting date Expiry date 

Mr Peter Williams 23/02/18 2,000,000 $0.30 0.40 808,329 87,292 Various1 23/02/22 

         

2019 STI award 

under the ESS 
15/07/19 1,580,178 Nil $0.16 56,869 29,566 01/07/20 01/07/22 

2019 LTI award 

under the ESS – No 

market based 

conditions 

15/07/19 1,130,652 Nil $0.16 46,326 11,731 01/07/22  01/07/24 

2019 LTI award 

under ESS – no 

market based 

conditions 

15/07/19 608,812 Nil $0.13 40,536 10,265 01/07/22 01/07/24 

2020 STI award 26/06/20 3,750,000 Nil $0.125 468,750 468,750 26/09/20 26/06/23 

         
1 666,666 options vest after 12 months from the date of issue, 666,666 after 24 months from the date of issue and 666,667 after 36 months from the date of issue. 

6. SHARE BASED PAYMENTS RESERVE  

(a)        Movement in share-based payments    

Opening balance   2,128,714 1,621,028 

Share based payments to directors, executives and suppliers   607,604 507,687 

Closing Balance   2,736,318 2,128,714 
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7. ISSUED CAPITAL   

 

 30 September 2020 31 December 2019 

 Shares $ Shares $ 

(a) Issued and paid up capital 
Ordinary fully paid shares  159,602,822 27,040,498 1,081,815,614 22,871,434 

 

(b) Movement in ordinary shares  

Opening balance at 1 January   1,081,815,614 22,871,434 856,881,064 19,002,847 

Share consolidation (10:1)  (973,633,940) - - - 

Transaction with minority shareholder1  21,611,617 1,512,813 - - 

Issue of shares 18 June 20202  12,000,000 600,000 216,363,122 3,786,355 

Issue of shares to Directors3 1,142,858 200,000 8,571,428 300,000 

Issue of shares 7 August 20204 16,666,673 2,000,001 - - 

      

Less: Transaction costs arising on share issues - (143,750) - (217,768) 

  159,602,822 27,040,498 1,081,815,614 22,871,434 

1 Refer to Note 8. 

2 On 18 June 2020 the Company issued 12,000,000 shares as part of a private placements at an issue price of $0.05 for gross proceeds $600,000 before costs. 

3 The issue of shares for the period was the issue of 1,142,858 shares to Mr Grant Davey at a price of $0.175 on 7 April 2020 that was subject to shareholder approval. 
Shareholder approval was received on 27 March 2020. 

 4 On 7 August 2020 the Company issued 16,666,673 shares as part of a private placement at an issue price of $0.12 for gross proceeds $2,000,000 before costs. 

 

 

8. TRANSACTIONS WITH MINORITY SHAREHOLDERS 

 

 

Group  
30 September  

2020 
$ 

Group  
31 December  

2019 
$ 

Transaction with minority shareholders 1,512,813 - 

 1,512,813 - 

 
At the commencement of the reporting period the Company held the Superior Lake Zinc Project through a subsidiary, Ophiolite Holding Pty Ltd (Ophiolite). 

The Company held a 70% interest in Ophiolite, with the remaining 30% held by a number of minority shareholders include Mr Grant Davey, Executive 

Director who held an interest of 7.5%. 

 

On 27 March 2020 the Company’s shareholders approved the acquisition of 17.5% of the minority shareholder shares in Ophiolite via the issue of the 

Company’s shares. The Company issued 92,479,915 shares to Mr Grant Davey and a further 123,636,250 shares to other minority shareholders of 

Ophiolite as consideration for the acquisition. Following completion of the acquisition, the Company increased its interest in the Project to 87.5%. 

 

 

9.  CONTINGENT LIABILITIES      

The Directors are not aware of any contingent liabilities as at 30 September 2020 (2019: Nil). 

 

10. EVENTS OCCURING AFTER THE BALANCE SHEET DATE 

 

Subsequent to period end: 

• On 5 November 2020, the company announced it had extended its exclusivity option with Premier Uranium LLC in connection with uranium 
assets located in Wyoming and Utah in the USA to 31 January 2021 for a consideration of one million Superior Lake shares. 

• The Company has made a final payment of CAD$500,000 to the previous owner of the Pick Lake deposit as part of the 2016 agreement for the 
acquisition of Pick Lake. The initial agreement stated an execution date of 12 August 2020 which was extended by agreement to 12 December 
2020. This completes the Company’s obligations regarding its acquisition of the portion of the project.  
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Notes to the Condensed Consolidated Financial Statements (Cont’d) 
 
 

11. RELATED PARTY TRANSACTIONS 
 
Share-based payments received by Directors during the nine months are outlined in note 6(b). 
 
Mr. Grant Davey, who is a non-executive Director of the Company is a Director and shareholder of Matador Capital Pty Ltd (Matador Capital). The 
Company makes payments to Matador Capital under a Shared Services Agreement in which Matador Capital provides office space and general office costs 
to the Company at cost plus 2%.  
 
Mr. Chris Knee, who is a non-executive Director of the Company is a Key Management Personnel of Marvel Gold Limited (Marvel Gold). The Company 
makes payments to Marvel Gold under a Shared Services Agreement in which Marvel Gold provides services relating to the Chief Financial Officer, 
Company Secretary, support personnel and administrative costs to the Company at cost. 
 
 

 

Group  
30 September  

2020 
$ 

Group  
30 September  

2019 
$ 

   

Related party transaction   

Matador Capital Pty Ltd 97,209 121,725 

Marvel Gold Limited (formerly Graphex Mining Limited) 134,323 150,333 

Total  231,532 272,058 
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Directors' Declaration 
 

In accordance with a resolution of the Directors of Superior Lake Resources Ltd (the Directors), I state that: 

In the opinion of the Directors:  

(a) The financial statements and notes of the consolidated entity are in accordance with the Corporations Act 2001 and: 

(i) give a true and fair view of the financial position as at 30 September 2020 and the performance for the nine month period ended on that 
date of the consolidated entity 

(ii) comply with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001 

(b) There are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable. 

 

Signed in accordance with a resolution of the Directors made pursuant to Section 303(5) of the Corporations Act 2001.  

 

On behalf of the Board 

 

 

 

Mr Christopher Knee 

Executive Director 

28 January 2021 

 

 

 



 

 
 
 
Independent Auditor’s Review Report 
 
To the Members of Superior Lake Resources Limited 
 

Conclusion 

 

We have reviewed the accompanying financial report of Superior Lake Resources Limited 

(“the Company”) and Controlled Entities (“the Group”) which comprises the condensed 

consolidated statement of financial position as at 30 September 2020, the condensed 

consolidated statement of comprehensive income, condensed consolidated statement of 

changes in equity and condensed consolidated statement of cash flows for the period 

ended on that date, a summary of significant accounting policies and other selected 

explanatory notes, and the directors’ declaration. 

 

Based on our review, which is not an audit, we have not become aware of any matter 

that makes us believe that the financial report of Superior Lake Resources Limited and 

Controlled Entities does not comply with the Corporations Act 2001 including: 

 

a. Giving a true and fair view of the Superior Lake Resources Limited financial 

position as at 30 September 2020 and of its performance for the period ended on 

that date; and 

 

b. Complying with Accounting Standard AASB 134: Interim Financial Reporting and 

Corporations Regulations 2001. 

 

Basis for Conclusion 

 

We conducted our review in accordance with ASRE 2410 Review of a Financial Report 
Performed by the Independent Auditor of the Entity. Our responsibilities are further 

described in the Auditor’s Responsibilities for the Review of the Financial Report section 

of our report. We are independent of the Company in accordance with the auditor 

independence requirements of the Corporations Act 2001 and the ethical requirements 

of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics 
for Professional Accountants that are relevant to our audit of the annual financial report 

in Australia. We have also fulfilled our other ethical responsibilities in accordance with 

the Code. 

 

We confirm that the independence declaration required by the Corporations Act 2001 

which has been given to the directors of the Company, would be in the same terms if 

given to the directors as at the time of this auditor’s review report. 
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Independent Auditor’s Review Report 
To the Members of Superior Lake Resources Limited (Continued) 

 
 
Material Uncertainty Related to Going Concern  

We draw attention to Note 2 in the financial report, which indicates that the Group incurred a net loss of 

$1,821,227 during the period ended 30 September 2020. As stated in Note 2, these events or conditions, along 

with other matters as set forth in Note 2, indicate that a material uncertainty exists that may cast significant doubt 

on the Group’s ability to continue as a going concern. Our conclusion is not modified in respect of this matter. 

 

Responsibility of the Directors for the Financial Report  

 

The directors of the Superior Lake Resources Limited are responsible for the preparation of the financial 

report that gives a true and fair view in accordance with Australian Accounting Standards and the 

Corporations Act 2001 and for such control as the directors determine is necessary to enable the preparation 

of the financial report that gives a true and fair view and is free from material misstatement, whether due to 

fraud or error. 

 

Auditor’s Responsibility for the Review of the Financial Report 

 

Our responsibility is to express a conclusion on the financial report based on our review. ASRE 2410 requires 

us to conclude whether we have become aware of any matter that makes us believe that the financial report 

is not in accordance with the Corporations Act 2001 including giving a true and fair view of the Group’s 

financial position as at 30 September 2020 and its performance for the period ended on that date, and 

complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations 
Regulations 2001.  

 

A review of a financial report consists of making enquiries, primarily of persons responsible for financial and 

accounting matters, and applying analytical and other review procedures. A review is substantially less in 

scope than an audit conducted in accordance with Australian Auditing Standards and consequently does 

not enable us to obtain assurance that we would become aware of all significant matters that might be 

identified in an audit. Accordingly, we do not express an audit opinion. 

 

 

  
 

BENTLEYS CHRIS NICOLOFF CA 

Chartered Accountants Partner 

 

 

Dated at Perth this 28th day of January 2021 
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2018 
Floating 

Interest Rate 

Fixed Interest Rate Non-Interest 
Bearing 

Total 
Weighted 
Effective 

Interest Rate 1 Year or Less 1 to 5 Years 

$ $ $ $ $ 

Financial Assets 

Cash 729,051 3,500,000 - 1 4,229,052 1.86% 

Trade and other receivables  - - - 60,026 60,026 NA 

Other financial assets  - - - 144,500 144,500 NA 

Total Financial Assets 729,051 3,500,000 - 204,527 4,433,578 1.77% 

Financial Liabilities 

Trade and other payables - - - 903,167 903,167 NA 

Funds received for shares to be 
issued 

- - - 300,000 300,000 NA 

Total Financial Liabilities - - - 1,203,167 1,203,167 NA 
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Pick Lake Mining Limited
5 February 2021 

MANAGEMENTS DISCUSSION AND ANALYSIS – QUARTERLY HIGHLIGHTS 

For the nine months ended 30 September 2020 

This Interim Management’s Discussion and Analysis (“Interim MD&A”) supplements, but does not form part 
of, the unaudited interim special purpose financial statements of Pick Lake Mining Limited (the “Company”) 
for the nine months ended September 30, 2020. The following information, prepared as of February 5, 2021, 
should be read in conjunction with the Company’s unaudited interim special purpose financial statements 
for the nine months ended September 30, 2020 and the related notes contained therein. The Company 
reports its financial position, results of operations and cash flows in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).  

All amounts are expressed in Canadian dollars unless otherwise indicated. The September 30, 2020 interim 
special purpose financial statements have not been audited by the Company’s auditors.

Forward looking statements 

This Interim MD&A contains certain statements which constitute forward-looking information within the 

meaning of applicable Canadian securities legislation (“Forward-looking Statements”). All statements 

included herein, other than statements of historical fact, are Forward-looking Statements and are subject 

to a variety of known and unknown risks and uncertainties which could cause actual events or results to 

differ materially from those reflected in the Forward-looking Statements. The Forward-looking Statements 

in this Interim MD&A may include, without limitation, statements relating to the Company’s plans for 

exploration of its properties; the sufficiency of the Company’s cash position; and its ability to raise equity 

capital or access debt facilities. Often, but not always, these Forward-looking Statements can be 

identified by the use of words such as “anticipates”, “believes”, “plans”, “estimates”, “expects”, 

“forecasts”, “scheduled”, “targets”, “possible”, “strategy”, “potential”, “intends”, “advance”, “goal”, 

“objective”, “projects”, “budget”, “calculates” or statements that events, “will”, “may”, “could” or 

“should” occur or be achieved and similar expressions, including negative variations. 

Forward-looking Statements involve known and unknown risks, uncertainties and other factors which may 

cause the actual results, performance, or achievements of the Company to be materially different from 

any results, performance or achievements expressed or implied by the Forward-looking Statements. Such 

uncertainties and factors include, among others: 

 risks associated with mineral exploration; 

 fluctuations in commodity prices, foreign exchange rates, and interest rates; 

 credit and liquidity risks; 

 changes in national and local government legislation, taxation, controls, regulations and political 

or economic developments in countries in which the Company does or may carry on business; 

 reliance on key personnel; 

 property title matters and local community relationships; 

 risks associated with potential legal claims generally or with respect to environmental matters; 

 dilution from further equity financing; 

 competition; 

 uncertainties relating to general economic conditions; and 
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 risks relating to a global pandemic, including the coronavirus COVID-19, which unless contained 

could cause a slowdown in global economic growth and impact the Company’s business, 

operations, financial condition and share price. 

Forward-looking Statements contained in this Interim MD&A are based on the assumptions, beliefs, 

expectations and opinions of management, including but not limited to: 

 the Company will be acquired in a reverse takeover; 

 all required third party contractual, regulatory and governmental approvals will be obtained for 

the reverse takeover to proceed; 

 there being no significant disruptions affecting operations, whether relating to labor, supply, 

power, damage to equipment or other matters; 

 exploration activities proceeding on a basis consistent with the Company’s current expectations; 

 expected trends and specific assumptions regarding commodity prices and currency exchange 

rates; and 

 prices for and availability of fuel, electricity, equipment and other key supplies remaining 

consistent with current levels. 

These Forward-looking Statements are made as of the date hereof and the Company disclaims any 

obligation to update any Forward-looking Statements, whether as a result of new information, future 

events or results or otherwise, except as required by law. There can be no assurance that Forward-looking 

Statements will prove to be accurate, as actual results and future events could differ materially from 

those anticipated in such statements. Accordingly, investors should not place undue reliance on 

Forward-looking Statements. 

Overall performance and discussion of operations 

The Company was incorporated on August 22, 2019 and has remained a shell company with no material 
interests or transactions since the last reported MD&A. 

Summary of quarterly results 

Third quarter 
ended 30 
September 
2020 

Second quarter 
ended 30 June 
2020 

First quarter 
ended 31 
March 2020 

Fourth quarter 
ended 31 
December 
2019 

Profit after tax  - - - - 

Cashflows from 
operations 

- - - - 

Earnings per share - - - - 

Shares on issue 10 10 10 10 

Liquidity and capital resources 

The Company does not have any commitments, therefore has no requirement for capital resources as at 
the end of the nine-month period ended September 30, 2020. The Company will be solely reliant on the 
funding of the ultimate parent company, Superior Lake Resources Limited (“Superior”) should it undertake 
any future transactions or operations. 
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Off balance sheet arrangements, transactions with related parties

There have been no off-balance sheet arrangements during the nine-month period ended September 
30, 2020. As of the nine-month period ended September 30, 2020, the Company has an inter-company 
receivable of $10 on the balance sheet. This represents share issue proceeds that are being held in the 
bank account of the ultimate parent Superior. Superior is holding these funds on behalf of the Company 
as it does not yet have a bank account.  

Proposed transactions  

On the 10th September 2020 the Company’s ultimate parent Superior, announced it had entered into a 
reverse takeover agreement (“RTO”) with TSXV company CROPs Inc (“CROPs”) (“Transaction”).  

Under the terms of the Transaction Superior is required to complete a restructure of its projects and 
companies. The restructure requires the Company to acquire the Pick Lake and Winston Lake zinc 
projects (the “Projects”) in Ontario Canada from its immediate parent holding company Ophiolite 
Holdings Pty Ltd (“Ophiolite”) under a sale and purchase agreement. Ophiolite will then sell all the share 
capital of the Company to CROPs. The diagrams below set out the Transaction. The transfer / sale of the 
tenements from Ophiolite to the Company is now complete. 

Sale of the Projects to the Company 
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Now the Projects are owned by the Company, Ophiolite will then dispose of the share capital of the 
Company to CROPs. Consideration for the sale of the Company share capital will be as follows: 

 $25,000 received on the signing of the Transaction;  
 A$200,000 and $500,000 on the satisfaction of all condition precedents and completion of the 

Transaction; and 
 128,920,000 common shares of CROPs on the completion of the Transaction.    

Sale of the Company to CROPs as part of the Transaction 

Critical accounting estimates 

The Company’s significant accounting policies and future changes in accounting policies are presented 
in the audited consolidated financial statements for the year ended December 31, 2019. 

Given the Company is a shell it currently does not face any material uncertainties or risks.  

There has been no change to the accounting policies of the Company since its incorporation on August 
22, 2019. 

Financial instruments and other instruments 

The Company does not have and financial or other instruments. 
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CERTIFICATE OF CROPS INC. 

The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities of CROPS Inc. 
assuming completion of the Transaction. 

DATED: January 29, 2021 

(signed) “Kerem Usenmez” (signed) “Kevin Bales” 
Kerem Usenmez Kevin Bales
Chief Executive Officer Chief Financial Officer 

On Behalf of the Board of Directors 

(signed) “Simon Ridgway” (signed) “Mario Szotlender”
Simon Ridgway Mario Szotlender 
Director Director 
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CERTIFICATE OF PICK LAKE MINING LIMITED 

The foregoing as it relates to Pick Lake Mining Limited constitutes full, true and plain disclosure of all material facts 
relating to the securities of Pick Lake Mining Limited. 

DATED: January 29, 2021 

(signed) “Stuart McKenzie”
Stuart McKenzie 
President and Corporate Secretary 

On Behalf of the Board of Directors 

(signed) “Chris Knee” (signed) “Grant Lawrence Burnaford Davey”
Chris Knee Grant Lawrence Burnaford Davey 
Director Director 
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ACKNOWLEDGEMENT – PERSONAL INFORMATION 

The undersigned hereby acknowledges and agrees that it has obtained the express written consent of each individual 
to: 

(a) the disclosure of Personal Information (as such term is defined in Form 3D2 of the TSX Venture 
Exchange) by the undersigned to the TSX Venture Exchange (as defined in Appendix 6B of the 
TSX Venture Exchange Corporate Finance Manual); and 

(b) the collection, use and disclosure of Personal Information by the TSX Venture Exchange for the 
purposes described in Appendix 6B of the TSX Venture Exchange Corporate Finance Manual or as 
otherwise identified by the TSX Venture Exchange, from time to time. 

DATED: January 29, 2021  

(signed) “Simon Ridgway” 
Simon Ridgway 
Chairman of the Board 


