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Management’s discussion and analysis (MD&A) current to April 11, 2017, is management’s assessment of 

the statement of operations and the financial results together with future prospects of Mag Copper Limited 

(“Mag Copper” or the “Company”). The MD&A should be read in conjunction with the audited consolidated 

financial statements and related notes for the year ended December 31, 2016 and 2015. This discussion 

contains forward-looking statements that are not historical in nature and involve risks and uncertainties. 

Forward-looking statements are not guarantees as to Mag Copper’s future results as there are inherent 

difficulties in predicting future results. Accordingly, actual results could differ materially from those 

expressed or implied in the forward-looking statements. Additional information relevant to the Company’s 

activities including the Company’s Annual Report and audited consolidated financial statements can be 

found on SEDAR at www.sedar.com. 

 

Forward-Looking Statements 

 
This Management’s Discussion and Analysis includes "forward-looking statements", within the meaning of 

applicable securities legislation, which are based on the opinions and estimates of management and are 

subject to a variety of risks and uncertainties and other factors that could cause actual events or results to 

differ materially from those projected in the forward looking statements.  Forward-looking statements are 

often, but not always, identified by the use of words such as "seek", "anticipate", "budget", "plan", "continue", 

"estimate", "expect", "forecast", "may", "will", "project", "predict", "potential", "targeting", "intend", 

"could", "might", "should", "believe" and similar words suggesting future outcomes or statements regarding 

an outlook.  Such risks and uncertainties include, but are not limited to, risks associated with the mining 

industry (including operational risks in exploration development and production; delays or changes in plans 

with respect to exploration or development projects or capital expenditures; the uncertainty of reserve and 

resource estimates; the uncertainty of estimates and projections in relation to production, costs and expenses; 

the uncertainty surrounding the ability of Mag Copper to obtain all permits, consents or authorizations 

required for its operations and activities; and health safety and environmental risks), the risk of commodity 

price and foreign exchange rate fluctuations, the ability of Mag Copper to fund the capital and operating 

expenses necessary to achieve the business objectives of Mag Copper, the uncertainty associated with 

commercial negotiations and negotiating with foreign governments and risks associated with international 

business activities, as well as those risks described in public disclosure documents filed by Mag Copper.  Due 

to the risks, uncertainties and assumptions inherent in forward-looking statements, prospective investors in 

securities of Mag Copper should not place undue reliance on these forward-looking statements.  Statements 

in relation to "reserves" and “resources” are deemed to be forward-looking statements, as they involve the 

implied assessment, based on certain estimates and assumptions, that the reserves described can be profitably 

produced in the future.    

 

Readers are cautioned that the foregoing lists of risks, uncertainties and other factors are not exhaustive.  The 

forward-looking statements are made as of the date hereof and the Company undertakes no obligation to 

update publicly or revise any forward-looking statements contained in any documents filed with Canadian 

securities regulatory authorities, whether as a result of new information, future events or otherwise, except 

in accordance with applicable securities laws.  The forward-looking statements are expressly qualified by 

this cautionary statement. 

 

http://www.sedar.com/
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Overview 

The Company is a reporting issuer, whose common shares commenced trading on July 26, 2005 on the 

Canadian National Stock Exchange (“CNSX”) (CNSX Symbol – QUE).  

As at April 11, 2017, the directors and officer of the Company were: 

  

Chris Irwin   interim President and Director 

Marco Guidi   CFO 

Lisa McCormack Corporate Secretary and Director 

Jennifer Thor  Director 

 

The Company is engaged in the acquisition and exploration of properties with the potential for base metal, 

gold and other mineral commodities.  The Company, either directly or through joint venture partnership, 

holds interests in exploration properties in Ontario and Quebec, Canada. No director, officer, insider or 

promoter of the Company has any interest in the mineral properties located contiguously to the property 

interests of the Company.  

 

Updates: 

 
 On January 30, 2017, the Company filed articles of amendment giving effect to the consolidation of its 

issued and outstanding common shares on a one (1) for five (5) basis.  The Consolidation was approved 

by shareholders at the annual and special meeting held on June 21, 2016.  The Consolidation will reduce 

the number of outstanding Common Shares from 23,947,516 to approximately 4,789,503. 

 

 On March 16, 2017, the Company completed a non-brokered private placement for gross proceeds of 

$62,402 through the issuance of 1,248,040 common shares of the Company at a price of $0.05 per 

common share. The Company has also issued an aggregate of 15,719,338 common shares in settlement 

of an aggregate of $785,967 of indebtedness at a price of $0.05 per common share.  As a result of the 

debt settlement, Medalist Capital Ltd. has acquired 15,719,338 common shares of the Company 

representing approximately 72% of the issued and outstanding common shares of the Company on a 

non-diluted basis.  

 

In connection with the issuance of the common shares subscribed for in the non-brokered offering, the 

Company has agreed to pay a finder’s fee equal to 8% of the aggregate proceeds of the offering to be 

satisfied through the issuance of 99,843 common shares of the Company.  

 

 On February 18, 2016, the Company received notice of termination of the option agreement between 

Globex Mining Enterprises Inc. and Mag Copper with respect to the Magusi and Fabie Bay properties.  

 

 On June 8, 2016, the Company settled $412,189 in debt owing to related parties through the issuance 

of 8,243,794 common shares.  The common shares were valued at $82,438 based on the stock market 

price on the date of settlement. 
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Exploration and evaluation assets 

 

Magusi River/Fabie Bay Property 

 

On April 28, 2011, the effective date, the Company, through its subsidiary, signed an option agreement with 

Globex Mining Enterprises Inc.  The Company paid $150,000 for the exclusivity agreement.  The Company 

has an option to acquire 100% interest in the properties located in Hebecourt, Duparquet, Duprat, and 

Montbray Townships in the Province of Quebec. 

 

The Company can exercise the option as follows: 

 

(a) Making an aggregate total of $1,075,000 of cash payment: 

 

(i) $25,000 as a non-refundable deposit (paid) 

(ii) $100,000 on or before the effective date (paid); 

(iii) $125,000 on or before the six (6) month anniversary of the effective date (paid); 

(iv) $125,000 on or before the twelve (12) month anniversary of the effective date (paid); 

(v) $300,000 on or before the twenty-four (24) month anniversary of the effective date 

(amended as per below); and  

(vi) $400,000 on or before the thirty-six (36) month anniversary of the effective date (amended 

as per below). 

(b) Issuing 13,500,000 common shares (issued) 

 

(c) Making an aggregate total of $10,250,000 of expenditures on the property as follows: 

(i) $750,000 on or before the one (1) year anniversary of the effective date (incurred); 

(ii) Additional $1,500,000 on or before the two (2) year anniversary of the effective date 

(incurred); 

(iii) Additional $3,000,000 on or before the three (3) year anniversary of the effective date 

(amended as per below); 

(iv) Additional $5,000,000 on or before the four (4) year anniversary of the effective date 

(amended as per below). 

 

(d) Completing a Bankable Feasibility Study on the property on or before the four (4) year anniversary. 

 

On April 8, 2013, the Company amended the terms of its option agreement with Globex Mining Enterprises 

Inc. with respect to the Magusi and Fabie Bay properties. Under the terms of the amending agreement the 

due date for a $300,000 payment which were due to Globex on April 28, 2013, has been extended to three 

$100,000 payments due on April 28, 2013, August 28, 2013 and December 28, 2013, respectively.  In 

addition, expenditure commitments of $8,000,000 ($3,000,000 to be incurred on or before April 28, 2013 

and $5,000,000 to be incurred on or before April 28, 2014) have each been extended for a 12 month period 

to April 28, 2014 and 2015, respectively. 
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On April 28, 2014, the Company amended the terms of its option agreement with Globex with respect to the 

Magusi and Fabie Bay properties. Under the terms of the amending agreement, the due date for a $400,000 

payment which was due to Globex on April 28, 2014, was extended and amended to be four $100,000 

payments due on April 28, 2014 (paid), August 31, 2014 (paid), December 31, 2014 and April 28, 2015, 

respectively.  In addition, expenditure commitments of $8,000,000 ($3,000,000 to be incurred on or before 

April 28, 2014 and $5,000,000 to be incurred on or before April 28, 2015) have each been extended for 12 

month periods to April 28, 2015 and 2016, respectively.  

 

The Company did not meet the commitments as outlined above and as a result, on February 18, 2016, the 

Company received notice of termination of the option agreement between Globex Mining Enterprises Inc. 

and Mag Copper with respect to the Magusi and Fabie Bay properties.  

 

Other 

 

The Company holds no interest in producing or commercial ore deposits. The Company has no production 

or other revenue. There is no operating history upon which investors may rely. Commercial development of 

any kind will only occur in the event that sufficient quantities of ore containing economic concentrations of 

gold or other mineral resources are discovered. If a discovery is made, substantial financial resources may be 

required to establish ore reserves. Additional substantial financial resources will be required to develop 

mining and processing for any ore reserves that may be discovered. If the Company is unable to finance the 

establishment of ore reserves or the development of mining and processing facilities, it may be required to 

sell all or a portion of its interest in such property to one or more parties capable of financing such 

development.  

 

Exploration and evaluation expenditures for the years ended December 31, 2016 and 2015 are set out below: 

 

Exploration and evaluation expenditures – Exploration and evaluation costs 

 

  

Years ended 

Cumulative 

to date 

As at December 31, 

2016 

December  31, 

2015 
 

    

Magusi River/Fabie Bay $                  - $      149,294 $     8,423,033 

Total exploration and evaluation expenditures $                  - $      149,294 $     8,423,033 

 

A breakdown of exploration and evaluation expenditures for the year ended December 31, 2015 is set out 

below: 

 

 

 

 

 

 

 

 

 

 

 

Year ended December 31, 2015 

 Magusi River/Fabie Bay 

  

Acquisition costs $           4,757 

Consulting 60,000 

Field work 66,305 

Other 18,232 

Total exploration and evaluation expenditures $       149,294 
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THREE MONTHS ENDED DECEMBER 31, 2016 

 

The Company incurred income of $8,236 or $0.00 a share for the three month period ended December 31, 

2016, compared to a loss of $35,363 or $0.00 a share for the same period in 2015.  Expenses decreased overall 

as the Company has limited funds and is currently operating in a care and maintenance approach only 

incurring necessary costs to keep operating.   

  

General and administration costs decreased amounting to $1,986 in the three month period ended December 

31, 2016, compared to 3,580 in 2015.  General and administration costs include storage, investor relations, 

and general expenses.  The amount was decreased as the Company was dormant for most of the year.   

 

Professional fees for the three month period ended December 31, 2016 were $3,500 compared to $2,676 in 

the same period of 2015.   The amount was comparable to the prior year.   

 

During the three month period ended December 31, 2016, the Company incurred $6,000 in consulting fees 

compared to $6,000 in the same period in 2015.  The amount was comparable to the prior year.   

 

During the three month period ended December 31, 2016, the Company had $nil in exploration and 

evaluations costs compared to $18,232 in 2015.  During the current quarter, the Company did not have any 

exploration activities on its property as the property option agreement was terminated earlier in the year.   

 

YEAR ENDED DECEMBER 31, 2016 

 

The Company incurred an income of $342,026 or $0.02 a share for the year ended December 31, 2016, 

compared to a loss of $232,303 or $0.01 a share for the same period in 2015.  Income increased due to a one 

time gain on settlement of debt in the amount of $329,751 (2015 - $nil) and a gain on forgiveness of debt in 

the amount of $80,888 (2015 - $nil).  Expenses also decreased overall as the Company has limited funds and 

is currently operating in a care and maintenance approach only incurring necessary costs to keep operating.   

  

General and administration costs decreased to $16,651 in the year ended December 31, 2016 compared to 

$24,805 in 2015.  General and administration costs include storage, investor relations, and general expenses.  

The amount was decreased as the Company was dormant for most of the year.   

 

Professional fees for the year ended December 31, 2016 were $33,087 compared to $52,788 in the same 

period of 2015.  The decrease comes as the Company has limited funds and is currently operating in a care 

and maintenance approach only incurring necessary costs to keep operating.   

 

During the year ended December 31, 2016, the Company incurred $24,000 in consulting fees compared to 

$5,291 in the same period in 2015.  The reduced cost during the comparative period is due to a recovery from 

the write off of consulting fees from several years ago that were in dispute and no longer payable. 

 

During the year ended December 31, 2016, the Company had $nil in exploration and evaluations costs 

compared to $149,294 in 2015.  The decrease is due to the decreased funds available to the Company and 

thus exploration activity being reduced to conserve cash, as well as the Company’s property option agreement 

being terminated earlier in the year. 
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Selected Consolidated Financial Information 

 

The information below should be read in conjunction with the consolidated financial statements and related 

notes and other financial information.  

 

  

Year Ended 

December 31, 

2016 

 

Year Ended 

December 31, 

2015 

 

Year Ended 

December 31, 

2014 

 

 $ $ $  

Revenue  Nil Nil Nil  

Net Income (Loss) before other income and expenses (73,738) (232,178) (950,111)  

Income (Loss) before income taxes 342,026 (232,303) (961,107)  

Net Income (Loss)  342,026 (232,303) (937,107)  

Income (Loss) Per Share 0.02 (0.01) (0.01)  

Total Assets 20,322 21,209 65,011  

Liabilities  882,931 1,303,282 1,114,781  

 

Selected Quarterly Information 
 

 2016 Q1 2016 Q2 2016 Q3 2016 Q4 

 $ $ $ $ 

Revenues - - - - 

Net income (loss)  (18,083) 378,419 (10,074) (8,236 

Basic and fully diluted income 

(loss) per share (0.00) 0.02 (0.00) (0.00) 

 
 

 2015 Q1 2015 Q2 2015 Q3 2015 Q4 

 $ $ $ $ 

Revenues - - - - 

Net income (loss)  (76,285) (92,014) (28,641) (35,363) 

Basic and fully diluted income 

(loss) per share (0.00) (0.00) (0.00) (0.00) 
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CAPITAL RESOURCES, CAPITAL EXPENDITURES AND LIQUIDITY 

 

The Company had a working capital deficiency of $862,609 as at December 31, 2016, compared to a working 

capital deficiency of $1,282,073 as at December 31, 2015.  The Company anticipates that additional 

financings will be required during 2016 to fund its operations and cover its general and administrative 

expenses.     

 

The Company’s properties are not yet in production and consequently do not produce any revenue. As a 

result, the Company’s ability to conduct operations, including the acquisition and exploration of minerals 

properties, is based completely on its ability to raise funds, primarily from equity sources. The recoverability 

of amounts recorded for minerals properties and deferred exploration expenditures is dependent on the 

discovery of economically recoverable reserves on its mineral properties, and the ability of the Company to 

obtain additional financing to complete exploration and development and upon future profitable production 

or on sufficient proceeds from disposition of such properties. There can be no assurance that the Company 

will succeed in obtaining additional financing, now or in the future. Failure to raise additional financing on 

a timely basis could cause the Company to suspend its operations and eventually have to forfeit or sell, at fair 

market value, its interest in its properties.  
 

OFF-BALANCE SHEET ARRANGEMENTS 

 

The Company has no off-balance sheet arrangements. 

 

RELATED PARTY TRANSACTIONS 

 

Related parties include the Board of Directors and officers, close family members and enterprises that are 

controlled by these individuals as well as certain consultants performing similar functions. 

 

Related party transactions conducted in the normal course of operations are measured at the exchange value 

(the amount established and agreed to by the related parties). 

 

(a) Mag Copper incurred expenses with related parties: 

 

Years ended December 31, Notes 2016 2015 

Marco Guidi (CFO) (i) $           24,000 $           48,000 

Irwin Lowy (President) (ii) $           25,092 $           46,948 

Terry Loney (Director) (iii) $                     - $           60,000 
 

 

(i) During the year ended December 31, 2016, Marco Guidi (CFO) accrued fees of $24,000 (2015 - $48,000) 

for professional services fees, for CFO services.   

 

(ii) During the year ended December 31, 2016, Irwin Lowy (President) accrued fees of $25,092 (2015 - 

$46,948) for professional services fees, for President and legal services.   

 

(iii) During the year ended December 31, 2016, Terry Loney (Director) accrued fees of $nil (2015 - $60,000) 

for services.   

 

(b) During the year ended December 31, 2013, the Company received loans of $100,000 and $225,000 from 

Chris Irwin, President of the Company.  The loans are payable on demand and are non-interest bearing. As 

at December 31, 2016, $175,000 (December 31, 2015 - $175,000) in loans is owed to Chris Irwin and is 

included in due to related parties.   
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(c) On June 8, 2016, the Company settled $412,189 in debt owing to related parties through the issuance of 

8,243,794 common shares.  The common shares were valued at $82,438 based on the stock market price on 

the date of settlement.  As a result, the Company recorded a gain on settlement of debt of $329,751 for the 

year ended December 31, 2016.   

 
(d) At December 31, 2016, amounts included in due to related parties of $785,986 (December 31, 2015 - 

$1,149,298) are non-interest bearing and due on demand. 

 

Financial Instruments and Other Instruments 

The Company’s financial instruments consist of cash and cash equivalents, trade and other receivables, other 

financial assets, trade and other payables. It is management’s opinion that the Company is not exposed to 

significant interest, currency or credit risks arising from these financial instruments and that the fair values 

of these financial instruments approximate their carrying values. 

 
Dividends 

The Company has neither declared nor paid any dividends on its Common Shares. The Company intends to 

retain its earnings, if any, to finance growth and expand its operation and does not anticipate paying any 

dividends on its Common Shares in the foreseeable future. 

 

Estimate of Stock Based Compensation and Associated Assumptions 

The Company recorded stock-based compensation based on an estimate of the fair value on the grant date of 

stock options issued. This valuation required estimates of interest rate, life of options, stock price volatility 

and the application of the Black-Scholes option pricing model. See note 12 of the December 31, 2016 

consolidated financial statements for further details. 

 

Assessment of Recoverability of Receivables  

The carrying amount of accounts receivables are considered representative of their respective values. The 

Company assesses the likelihood that these receivables will be recovered and, to the extent that recovery is 

considered doubtful a provision for doubtful accounts is recorded.  

 

CRITICAL ACCOUNTING POLICIES 

 

Exploration and evaluation assets 

All exploration costs, net of incidental revenues, are charged to operations in the period incurred until such 

time as it has been determined that a property has economically recoverable reserves, in which case 

subsequent exploration costs and the costs incurred to develop the property capitalized to Exploration and 

evaluation assets.  On the commencement of commercial production, depletion of each mining property will 

be provided on a unit-of-production basis using estimated resources as the depletion base. 

 

Share based payments 

 

Share based payment transactions 

Employees (including directors and senior executives) of the Company receive a portion of their 

remuneration in the form of share‐based payment transactions, whereby employees render services as 

consideration for equity instruments (“equity‐settled transactions”). 

 

In situations where equity instruments are issued and some or all of the goods or services received by the 

entity as consideration cannot be specifically identified, they are measured at fair value of the share‐based 

payment. 
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Equity settled transactions 

The costs of equity‐settled transactions with employees are measured by reference to the fair value at the date 

on which they are granted. 

 

The costs of equity‐settled transactions are recognized, together with a corresponding increase in equity, over 

the period in which the performance and/or service conditions are fulfilled, ending on the date on which the 

relevant employees become fully entitled to the award (“the vesting date”). The cumulative expense is 

recognized for equity‐settled transactions at each reporting date until the vesting date reflects the Company’s 

best estimate of the number of equity instruments that will ultimately vest. The profit or loss charge or credit 

for a period represents the movement in cumulative expense recognized as at the beginning and end of that 

period and the corresponding amount is represented in share option reserve. 
 

No expense is recognized for awards that do not ultimately vest, except for awards where vesting is 

conditional upon a market condition, which are treated as vesting irrespective of whether or not the market 

condition is satisfied provided that all other performance and/or service conditions are satisfied. 
 

Where the terms of an equity‐settled award are modified, the minimum expense recognized is the expense as 

if the terms had not been modified. An additional expense is recognized for any modification which increases 

the total fair value of the share‐based payment arrangement, or is otherwise beneficial to the employee as 

measured at the date of modification. 

 

The dilutive effect of outstanding options is reflected as additional dilution in the computation of earnings 

per share. 

 

Taxation 

 

Income tax expense represents the sum of tax currently payable and deferred tax. 

 

Current income tax 

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected 

to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount 

are those that are enacted or substantively enacted by the date of the consolidated statement of financial 

position. 

 

Deferred income tax 

Deferred income tax is provided using the liability method on temporary differences at the date of the 

consolidated statement of financial position between the tax bases of assets and liabilities and their carrying 

amounts for financial reporting purposes. 

 

Deferred income tax liabilities are recognized for all taxable temporary differences, except: 

 

• where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or 

liability in a transaction that is not a business combination and, at the time of the transaction, affects 

neither the accounting profit nor taxable profit or loss; and 

 

• in respect of taxable temporary differences associated with investments in subsidiaries, associates and 

interests in joint ventures, where the timing of the reversal of the temporary differences can be 

controlled and it is probable that the temporary differences will not reverse in the foreseeable future. 

 

Deferred income tax assets are recognized for all deductible temporary differences, carry forward of unused 

tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available against 

which the deductible temporary differences and the carry forward of unused tax credits and unused tax losses 

can be utilized except: 
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• where the deferred income tax asset relating to the deductible temporary difference arises from the initial 

recognition of an asset or liability in a transaction that is not a business combination and, at the time of 

the transaction, affects neither the accounting profit nor taxable profit or loss; and 

 
• in respect of deductible temporary differences associated with investments in subsidiaries, associates 

and interests in joint ventures, deferred income tax assets are recognized only to the extent that it is 

probable that the temporary differences will reverse in the foreseeable future and taxable profit will be 

available against which the temporary differences can be utilized. 

 

The carrying amount of deferred income tax assets is reviewed at each date of the consolidated statement of 

financial position and reduced to the extent that it is no longer probable that sufficient taxable profit will be 

available to allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income 

tax assets are reassessed at each date of the statement of financial position and are recognized to the extent 

that it has become probable that future taxable profit will allow the deferred tax asset to be recovered. 

 

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year 

when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted 

or substantively enacted at the date of the consolidated statement of financial position. 

 

Deferred income tax relating to items recognized directly in equity is recognized in equity and not in the 

statement of comprehensive income. 

 

Deferred income tax assets and deferred income tax liabilities are offset if, and only if, a legally enforceable 

right exists to set off current tax assets against current tax liabilities and the deferred tax assets and liabilities 

relate to income taxes levied by the same taxation authority on either the same taxable entity or different 

taxable entities which intend to either settle current tax liabilities and assets on a net basis, or to realize the 

assets and settle the liabilities simultaneously, in each future period in which significant amounts of deferred 

tax assets or liabilities are expected to be settled or recovered 

 

Impairment of financial assets 

 

The Company assesses at each date of the consolidated statement of financial position whether a financial 

asset is impaired. 

 

Assets carried at amortized cost 

If there is objective evidence that an impairment loss on assets carried at amortized cost has been incurred, 

the amount of the loss is measured as the difference between the asset’s carrying amount and the present 

value of estimated future cash flows discounted at the financial asset’s original effective interest rate. The 

carrying amount of the asset is then reduced by the amount of the impairment. The amount of the loss is 

recognized in profit or loss. 

 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 

objectively to an event occurring after the impairment was recognized, the previously recognized impairment 

loss is reversed to the extent that the carrying value of the asset does not exceed what the amortized cost 

would have been had the impairment not been recognized. Any subsequent reversal of an impairment loss is 

recognized in profit or loss. 
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In relation to trade receivables, a provision for impairment is made and an impairment loss is recognized in 

profit and loss when there is objective evidence (such as the probability of insolvency or significant financial 

difficulties of the debtor) that the Company will not be able to collect all of the amounts due under the original 

terms of the invoice. The carrying amount of the receivable is reduced through use of an allowance account. 

Impaired debts are written off against the allowance account when they are assessed as uncollectible. 

 

Available-for-sale 

If an available‐for‐sale asset is impaired, an amount comprising the difference between its cost and its current 

fair value, less any impairment loss previously recognized in profit or loss, is transferred from equity to profit 

or loss. Reversals in respect of equity instruments classified as available‐for‐sale are not recognized in profit 

or loss. 

 

Impairment of non-financial assets 

At each date of the consolidated statement of financial position, the Company reviews the carrying amounts 

of its tangible and intangible assets to determine whether there is an indication that those assets have suffered 

an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to 

determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable 

amount of an individual asset, the Company estimates the recoverable amount of the cash‐generating unit to 

which the assets belong. 

 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, 

the estimated future cash flows are discounted to their present value using a pre‐tax discount rate that reflects 

current market assessments of the time value of money and the risks specific to the asset. 

 

If the recoverable amount of an asset (or cash‐generating unit) is estimated to be less than its carrying amount, 

the carrying amount of the asset (or cash‐generating unit) is reduced to its recoverable amount. An 

impairment loss is recognized immediately in the statement of comprehensive income, unless the relevant 

asset is carried at a re-valued amount, in which case the impairment loss is treated as a revaluation decrease. 

 

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is 

increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does 

not exceed the carrying amount that would have been determined had no impairment loss been recognized 

for the asset (or cash‐generating unit) in prior years. 

 

Provisions 

Provisions are recognized when the Company has a present obligation (legal or constructive) that has arisen 

as a result of a past event and it is probable that a future outflow of resources will be required to settle the 

obligation, provided that a reliable estimate can be made of the amount of the obligation. 

 

Provisions are measured at the present value of the expenditures expected to be required to settle the 

obligation using a pre‐tax rate that reflects current market assessments of the time value of money and the 

risk specific to the obligation. The increase in the provision due to passage of time is recognized as interest 

expense. 
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Related party transactions 

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party 

or exercise significant influence over the other party in making financial and operating decisions. Parties are 

also considered to be related if they are subject to common control or common significant influence, related 

parties may be individuals or corporate entities. A transaction is considered to be a related party transaction 

when there is a transfer of resources or obligations between related parties. Related party transactions that 

are in the normal course of business and have commercial substance are measured at the exchange amount. 

 

Disclosure of Outstanding Share Data  

 

 April 11, 2017 

Issued and outstanding common shares 21,856,722 

Outstanding options to purchase common shares  88,000 

Outstanding purchase warrants Nil 

 

Risks and Uncertainties 

 

Operational 

The Company wishes to make clear that it is not basing its production decision on a preliminary economic 

assessment demonstrating the potential viability of mineral resources or a feasibility study of mineral reserves 

demonstrating economic and technical viability, and as a result there is increased uncertainty and multiple 

technical and economic risks of failure which are associated with this production decision. 

 
There is uncertainty about the Company's ability to realize the carrying value of its assets and discharge its 

liabilities as they come due.  The ability of the Company to continue as a going concern is dependent upon, 

among other things, being able to obtain additional financing and reach positive cash flows from operations.   

 

The Company’s assets are subject to the risk of increases in taxes and royalties, renegotiation of contracts 

and currency exchange fluctuations. Operational risks include finding and developing economic ore reserves.  

Financial risks include interest and U.S. dollar exchange rates, which are beyond the control of the Company.  

The ability of the Company to develop its properties and the future profitability of the Company are directly 

related to the market price of exploited minerals and metals. The Company is subject to various regulatory 

risks, many of which also are beyond the control of the Company. 

 

The Company is considered to be in the exploration stage and has not yet recorded any revenues from its on-

going operations nor has the Company commenced commercial production on any of its properties. There 

can be no assurance that the Company will generate any revenues or that the assumed levels of expenses will 

prove to be accurate. 

 

The Company expects to incur losses unless and until such time as its properties enter into commercial 

production and generate sufficient revenues to fund its continuing operations. The development of the 

Company’s properties will require substantial resources to complete the development of its properties. There 

can be no assurance that significant losses will not occur in the near future or that the Company will be 

profitable in the future. 
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The Company’s operating expenses and capital expenditures may increase in subsequent years as needed 

consultants, personnel and equipment associated with advancing exploration, development and commercial 

production of its properties are added. The amounts and timing of expenditures will depend on the progress 

of on-going development, the results of consultant’s analyses and recommendations, the rate at which 

operating losses are incurred, the execution of any joint venture agreements with strategic partners, the 

Company’s acquisition of additional properties and other factors, many of which are beyond the Company’s 

control. 

 

The Company’s vulnerability to changes in metal prices may cause its share price to be volatile and may 

affect the Company’s operations and financial results.  

 

Changes in the market price of precious and base metals will significantly impact the ability of the Company 

to finance its operations and, indirectly, its share price. The Company’s financial results will be very sensitive 

to external economic factors related to metal prices. A major risk will arise if there is a prolonged period of 

lower metal prices. Many factors beyond the Company’s control influence the market price of the metals the 

Company seeks on its mineral properties. These factors include: global supply and demand; availability and 

costs of metal substitutes; speculative activities; international political and economic conditions; and 

production levels and costs in other gold-producing countries. 

 

The Company is subject to extensive environmental legislation and the costs of complying with these 

regulations may be significant. Changes in environmental legislation could increase the costs of complying 

with applicable regulations and reduce levels of production. Environmental legislation relating to land, air 

and water affects nearly all aspects of the Company’s operations. This legislation requires the Company to 

obtain various operating licenses and also imposes standards and controls on activities relating to exploration, 

development and production of gold and other precious metals. The cost of obtaining operating licenses and 

abiding by standards and controls on its activities may be significant. Further, if the Company fails to obtain 

or maintain such operating licenses or breaches such standards or controls imposed on its activities, it may 

not be able to continue its operations in its usual manner, or at all, or the Company may be subject to fines 

or other claims for remediation which may have a material adverse impact on its operations or financial 

results. While the Company is unaware of any existing material environmental liabilities, it cannot guarantee 

that no such liabilities currently exist or will occur in the future. 

 

Changes in environmental laws, new information on existing environmental conditions or other events may 

increase future compliance expenditures or otherwise have a negative effect on the Company’s financial 

condition and results of operations. In addition to existing requirements, it is expected that other 

environmental regulations will likely be implemented in the future with the objective of protecting human 

health and the environment. Some of the issues currently under review by environmental agencies include 

reducing or stabilizing air emissions, mine reclamation and restoration, and water quality. Other changes in 

environmental legislation could have a negative effect on production levels, product demand, product quality 

and methods of production and distribution. The complexity and breadth of these issues make it difficult for 

the Company to predict their impact. The Company expects that capital and operating expenditures will 

increase as a result of compliance with the introduction of new more stringent environmental regulations. 

Failure to comply with environmental legislation may result in the issuance of clean-up orders, imposition of 

penalties, liability for related damages and the loss of operating permits. While the Company believes it is 

now in material compliance with existing environmental legislation, it cannot give assurances that it will, at 

all future times, be in compliance with all federal and provincial environmental regulations or that steps to 

bring the Company into compliance would not have a negative effect on its financial condition and results of 

operations. The mining industry is intensely competitive and the Corporation must compete in all aspects of 

its operations with a substantial number of other junior mining companies, some of which have greater 

technical and financial resources.  The Company may be at a disadvantage with respect to some of its 

competitors in the acquisition and/or development of high potential mining properties throughout the 

principal markets and geographical areas in which the Company carries on its business activities.  
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Financing risk 

There can be no assurance that any funding required by the Company will become available, and, if so, that 

it will be offered on reasonable terms or that the Company will be able to secure such funding through third 

party financing or cost sharing arrangements.  Furthermore, there is no assurance that the Company will be 

able to secure new mineral properties or projects or that they can be secured on competitive terms. 

 

Political Risk 

All of the Company’s properties are located in Canada. Accordingly, the Company is subject to risks 

normally associated with exploration for and development of mineral properties in Canada. The Company’s 

mineral exploration activities could be affected in varying degrees by such political instability, aboriginal 

land claims and government regulation relating to foreign investment and the mining business. Operations 

may also be affected in varying degrees by terrorism, military conflict or repression, crime, extreme 

fluctuations in currency rates and high inflation. 

 

Acquisition 

The Company uses its best judgment to acquire mining properties for exploration and development.  In 

pursuit of such opportunities, the Company may fail to select appropriate acquisition candidates or negotiate 

acceptable agreements, including arrangements to finance the acquisitions and development, or integrate such 

opportunity and their personnel with the Company.  The Company cannot assure that it can complete any 

acquisition that it pursues or is currently pursuing, on favorable terms, or that any acquisition completed will 

ultimately benefit the Company.  

 

Segregation of duties 

Segregation of duties is a basic, key internal control and one of the most difficult to achieve in a small 

company.  It is used to ensure that errors or irregularities are prevented or detected on a timely basis by 

employees in the normal course of business.  Due to the Company’s small size and limited resources, a 

complete segregation of duties within the Company’s accounting group cannot be fully achieved.  The result 

is that the Company is highly reliant on the performance of mitigating procedures during the process of 

closing its financial statements in order to ensure the financial statements are presented fairly in all material 

respects.  Management will identify and hire additional accounting resources where cost effective and when 

required.  Where it is not cost effective to obtain additional accounting resources, management will review 

existing mitigating controls and, if appropriate, implement changes to its internal control processes whereby 

more effective mitigating controls will be adopted. 

 

Proposed Transactions  

The Company does not anticipate any proposed asset or business acquisitions or dispositions as of the date 

hereof.  

 

Competition 

The mining industry is intensely competitive in all of its phases, and the Company competes with many 

companies possessing greater financial resources and technical facilities than the Company.  Competition in 

the mining business could adversely affect the Company’s ability to acquire suitable producing properties or 

prospectus for mineral exploration in the future. 
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Additional Capital 

The exploration activities of the Company may require substantial additional financing. Failure to obtain 

sufficient financing may result in delaying or indefinite postponement of exploration and development of any 

of the Company’s properties. There can be no assurance that additional capital or other types of financing 

will be available if needed or that, if available, the terms of such financings will be favourable to the 

Company. In addition, low commodity prices may affect the Company’s ability to obtain financing. 

 

Reliance on Management 

The success of the Company depends to a large extent upon its abilities to retain the services of its senior 

management and key personnel.  The loss of the services of any of these persons could have a materially 

adverse effect on the Company’s business and prospects.  There is no assurance the Company can maintain 

the services of its directors, officers or other qualified personnel required to operate is business. 

  

 Financial Instruments 

 

Fair value  
 
The Company's financial instruments as at December 31, 2016 include cash, other financial assets, trade and 

other receivables, trade and other payables, and due to related parties. The Company has designated its cash 

and other financial assets as FVTPL, which are measured at fair value and are determined based on 

transaction value and is categorized as Level 1 measurement.  Fair value of trade and other receivable and 

trade and other payables and due to related parties are determined from transaction values which were derived 

from observable market inputs. Fair values of these financial instruments are based on Level 2 measurements.  

The Company records its financial instruments at their carrying amounts which approximates fair value, 

unless otherwise disclosed in the financial statements. The carrying amounts approximate fair values due to 

the short-term maturities of these financial instruments. 

 

The Company’s risk exposures and the impact on the Company’s financial instruments are summarized 

below: 

 

Interest-rate risk 

 

The Company has cash balances bearing fixed interest rates and no interest bearing debt. The Company’s 

current policy is to invest excess cash in investment-grade short term deposit certificates issued by its banking 

institutions. The Company periodically monitors the investments it makes and is satisfied with the credit 

ratings of its banks.  

Credit risk  

Credit risk is the risk of financial loss to the Company if a customer or counter party to a financial instrument 

fails to meet its contractual obligations. 

The Company's credit risk is primarily attributable to cash and receivables included in current assets. The 

Company has no material concentration of credit risk arising from operations. Cash consist of bank deposits, 

which have been invested in a Canadian chartered bank, from which management believes the risk of loss is 

remote. As at December 31, 2016, the Company’s receivables primarily consist of amounts due from the 

Canadian government. The Company’s receivables are normally collected within a 60-90 day period. The 

Company has not experienced any significant collection issues to December 31, 2016. The Company is 

exposed to credit risk with regards to debtors refusing payment and the government denying the Company 

claims filed. 

The Company’s maximum exposure to credit risk as at December 31, 2016 is the carrying value of cash and 

trade and other receivables. 
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Liquidity risk  

 

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet 

liabilities as they become due.  As at December 31, 2016, the Company had a working capital deficiency of 

$862,609 (December 31, 2015 – $1,282,073).  The Company intends on securing further financing to ensure 

that the obligations are properly discharged.  There can be no assurance that the Company will be successful 

in its efforts to arrange additional financing on terms satisfactory to the Company.  If additional financing is 

raised by the issuance of shares from the treasury of the Company, control of Mag Copper may change and 

shareholders may suffer additional dilution.  If adequate financing is not available, the Company may be 

required to delay, reduce the scope of, or eliminate one or more exploration activities or relinquish rights to 

certain of its interests.  Failure to obtain additional financing on a timely basis could cause the Company to 

forfeit its some or all of its interests and reduce or terminate its operations therein. 

 

Price risk 

 

The Company holds common shares of a TSXV-traded company.  The Company has classified some of these 

investments as FVTPL and such common shares are subject to stock market volatility.  The value of this 

financial instrument fluctuates on a daily basis due to external market factors that are not within the control of 

the Company.  The Company monitors the trading value of these common shares in order to ensure that, if in 

the best interest of the Company, sale of the shares is made under favourable conditions 

 

Internal Control over Financial Reporting 

 

Internal control over financial reporting is designed to provide reasonable assurance regarding the reliability 

of financial reporting and the preparation of financial statements in accordance with IFRS.  The Company’s 

President and Chief Executive Officer and Chief Financial Officer have ensured the design of internal control 

over financial reporting.  

 

During the most recent year, there were no changes in the Company's internal control over financial reporting 

that materially affected, or are reasonably likely to materially affect, the Company's internal control over 

financial reporting. 

 

The Corporation’s Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”) are responsible 

for the design and effectiveness of disclosure controls and procedures (“DC&P”) and the design of 

international control over financial reporting (“ICFR”) to provide reasonable assurance that material 

information related to the Corporation is made known to the Corporation’s certifying officers. The 

Corporation’s controls are based on the Committee of Sponsoring Organizations (“COSO”) 2013 framework. 

The Corporation’s CEO and the CFO have evaluated the design and effectiveness of the Corporation’s DC&P 

as of December 31, 2016 and have concluded that these controls and procedures are effective in providing 

reasonable assurance that material information relating to the Corporation is made known to them by others 

within the Corporation. The CEO and CFO have also evaluated the design and effectiveness of the 

Corporation’s ICFR as of December 31, 2016 and concluded that these controls and procedures are effective 

in providing reasonable assurance that financial information is recorded, processed, summarized and reported 

in a timely manner. 

 

During the current period there have been no changes in the Corporation’s DC&P or ICFR that materially 

affected, or are reasonably likely to materially affect, the Corporation’s internal control over financial 

reporting. 
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Other Information 

 

This MD&A of the financial position and results of operation as at December 31, 2016, should be read in 

conjunction with the audited consolidated financial statements and notes thereto for the years ended 

December 31, 2016 and 2015.  Additional information will be accessible at the Company’s website 

www.magcopper.com or through the Company’s public filings at www.sedar.com. 

 

Management’s Responsibility 

 

Management is responsible for all information contained in this MD&A. The consolidated financial 

statements have been prepared in accordance with International Financial Reporting Standards and include 

amounts based on management’s informed judgments and estimates. The financial and operating information 

included in this MD&A is consistent with that contained in the consolidated financial statements in all 

material aspects. 

 

Management maintains internal controls to provide reasonable assurance that financial information is reliable 

and accurate and assets are safeguarded. 

 

The Audit Committee has reviewed the audited consolidated financial statements with management. The 

Board of Directors has approved these consolidated financial statements on the recommendation of the Audit 

Committee. 

 

 

 

Chris Irwin 

Interim President 

April 11, 2017 

 

http://www.magcopper.com/
http://www.sedar.com/

