
  

  

CANADA FLUORSPAR INC. 
MANAGEMENT DISCUSSION AND ANALYSIS 

PERIOD ENDED MARCH 31, 2014 

OVERVIEW 

This Management Discussion and Analysis (“MD&A”) is an overview of the activities of Canada 
Fluorspar Inc. (the “Corporation”) for the period ended March 31, 2014. Please read the MD&A 
in conjunction with the Corporation’s audited consolidated financial statements for the year ended 
December 31, 2013 and the interim condensed consolidated financial statements for the three 
month period ended March 31, 2014 and the notes attached thereto.  The effective date of this 
MD&A is May 28, 2014. This MD&A and the audited consolidated financial statements for the 
year ended December 31, 2013 and the interim condensed consolidated financial statements for the 
three month period ended March 31, 2014 have been prepared in Canadian dollars, except where 
another currency is indicated, and in accordance with international financial reporting standards 
(“IFRS”), which are also generally accepted accounting principles (“GAAP”) for publicly 
accountable enterprises in Canada. Additional information related to the Corporation is available 
for viewing under the Corporation’s profile on SEDAR at www.sedar.com or on the Corporation’s 
website at www.canadafluorspar.com.  

DESCRIPTION OF BUSINESS 

The Corporation was incorporated on June 30, 1993 as Northern Resource Investments Ltd. under 
the laws of Saskatchewan and was continued in Alberta as of July 31, 1996 as Burin Fluorspar Ltd. 
(“Burin”).  On April 15, 2009, the Corporation amalgamated with Rivera Capital Corp., a capital 
pool corporation and changed its name to Canada Fluorspar Inc.. The Corporation’s wholly owned 
subsidiary is Canada Fluorspar (NL) Inc. (“CFI (NL)”). On October 12, 2011, the Corporation 
completed its strategic investment with Arkema Ameriques SAS (“Arkema”), which involved a 
two-phase investment (the “Arkema Investment”): the first phase resulted in Arkema acquiring a 
19.9% interest in the Corporation and the second phase resulted in the formation of a new general 
partnership, Newspar (“Newspar” or the “Partnership”), into which Arkema funded $60 million 
and the Corporation funded $14 million (the “Partnership Cash Contributions”). The 
Corporation also contributed to the Partnership the mining rights and permits related to the Blue 
Beach mine, the Tarefare mine, the mill facilities and the tailings pond needed to produce fluorspar.  

The Corporation’s assets consist of 100% of CFI (NL) which holds a 100% interest in six mineral 
licenses, as well as: I thought you were going to add Director here. 

 Mineral rights to any future mine developments other than Tarefare and Blue Beach 
North; 

 Mining lease #150 – AGS Vein (formerly known as the “Grebes Nest Vein”); 

 Permission to use Shoal Cove Pond for tailings impoundment; and 

 100% interest in the planned wharf and wharf access road 

 (the “Development Assets”). 

 
The Corporation’s assets also consist of a 50% interest in Newspar, which holds: 

 100%  interest in two mining leases and two surface leases; 

 Underground mines that are currently closed, from which during 1933 to 1990, 
previous operators extracted approximately 4.6 million tonnes of fluorspar ore from 



  

  

mines in the St. Lawrence area with average grades ranging from 40% CaF2 to 58% 
CaF2; 

 Conventional flotation mill that is currently shut down, with a capacity of 80,000 
tonnes per year; 

 Mine and mill infrastructure including office buildings, shops, and equipment; and 

 Release from further environmental assessment received in 2010 from provincial and 
federal regulators which includes the use of Shoal Cove Pond as a tailings 
impoundment facility  
(the “Newspar Assets” and the Newspar Assets together with the Partnership Cash 
Contribution, the “St. Lawrence Project”). 

 

On May 10, 2011, the Corporation received a preliminary feasibility study and National Instrument 
43-101 – Standards of Disclosure for Mineral Projects (“NI 43-101”) compliant report dated April 
29, 2011 from Roscoe Postle Associates Inc. (“RPA”) and SNC-Lavalin Inc. (“SNC-Lavalin”) 
prepared by Hrayr Agnerian, M. Sc. (Applied), P.Geo. (the “RPA Technical Report”). The study 
was based on test work and engineering analysis conducted at that time. The report includes a 
description of the mine plan, mill process, mineral reserves, production schedules, cross-sections, 
longitudinal sections, surface and level plans for each mine, site plans, manpower requirements and 
schedules, and a description of the surface and underground infrastructure to provide for the 
calculation of the St. Lawrence Project’s expected capital and operating costs for mining, 
processing, storage and handling, tailing management, shipping, and any other related costs both 
direct and indirect with an attached contingency factor. A copy of the RPA Technical Report has 
been filed on SEDAR and is on the Corporation’s website. 

As originally announced on May 31, 2012, Newspar has undertaken a scope and cost review of the 
St. Lawrence Project.  

On March 15, 2013, the Corporation filed an updated prefeasibility study and technical report to 
satisfy the requirements of NI 43-101 in respect of the Corporation’s St. Lawrence fluorspar project 
in Newfoundland entitled “Technical Report Updated Preliminary Feasibility Study of the St. 
Lawrence Fluorspar Project, Newfoundland & Labrador, Canada” with an effective date of March 
6, 2013 (the “Updated Technical Report”). The Updated Technical Report was prepared by the 
independent engineering firm, RPA, in conjunction with SNC-Lavalin and the following qualified 
persons: (i) Hrayr Agnerian, M.Sc.(A), P.Geo (formerly with RPA and presently with Agnerian 
Consulting Ltd.); (ii) Albert Peach, P.Eng. of SNC-Lavalin and (iii) Normand Lecuyer, P.Eng., of 
RPA. A copy of the Updated Technical Report has been filed on SEDAR and is on the 
Corporation’s website. 

The Corporation’s four prominent vein structures are the Director Vein, AGS Vein (formerly 
known as “Grebes Nest”), Blue Beach North Vein, and the Tarefare Vein. Probable reserves of the 
Blue Beach North and Tarefare veins total approximately 5.4 million tonnes at an average grade of 
39.8% CaF2. These mineral reserves have been outlined to a vertical depth of 300meters below the 
surface, but fluorspar mineralization extends further at depth.  

The key assumptions, parameters and methods used to estimate the mineral resources and mineral 
reserves, as well as other relevant information, including data verification, with respect to the Blue 
Beach North and Tarefare veins can be found in the RPA Technical Report. 



  

  

On December 4, 2013, the Corporation filed an updated prefeasibility study and technical report to 
satisfy the requirements of NI 43-101 in respect of the Corporation’s Director and AGS veins in 
Newfoundland entitled “Technical Report on the Director Vein and AGS Vein Deposits St. 
Lawrence Property, Newfoundland & Labrador” with an effective date of November 15, 2013 (the 
“Director and AGS Technical Report”). The Director and AGS Technical Report was prepared 
by the independent engineering firm, consultants, and the following qualified persons: (i) Hrayr 
Agnerian, M.Sc.(A), P.Geo (formerly with RPA and presently with Agnerian Consulting Ltd.); (ii) 
Michael F Waldegger. A copy of the Director and AGS Technical Report has been filed on SEDAR 
and is on the Corporation’s website. 

The key assumptions, parameters and methods used to estimate the mineral resources and mineral 
reserves, as well as other relevant information, including data verification, with respect to the AGS 
Vein and Director Vein can be found in the Director and AGS Technical Report. 

James H. Reeves, Senior Geologist with the Corporation, who is a qualified person as defined in NI 
43-101, reviewed and approved the technical content of this MD&A. 

UPDATE OF BUSINESS DEVELOPMENTS 

At a meeting of Shareholders on May 21, 2014, shareholders of the Corporation approved a 
statutory plan of arrangement (the “Arrangement”) with CF Acquisition Inc., a wholly‐owned 
subsidiary of investment funds managed by Golden Gate Capital (“Acquirer”). The Arrangement 
was approved by the affirmative vote of approximately 99.8% of the votes cast by the 
Corporation’s shareholders and a related continuance resolution, approving the continuance of the 
Corporation from the Province of Alberta to the Province of Ontario, received the affirmative vote 
of approximately 99.8% of the votes cast. The arrangement received final court approval at a 
hearing held on May 26, 2014.  
 
Pursuant to the Arrangement, Acquirer will acquire, by way of the court‐approved plan of 
arrangement in accordance with the Business Corporations Act (Ontario), all of the issued and 
outstanding common shares of the Corporation at a price of $0.35 per common share, payable in 
cash. In addition, option holders will receive a cash payment by the Corporation, if any, equal to 
$0.35 less the exercise price of each option, less applicable withholding tax. The Arrangement is 
expected to close on May 29, 2014. 

If the Arrangement is successfully completed, the common shares will be delisted from the TSX 
Venture Exchange and Corporation will apply to the applicable securities regulators to cease to be a 
reporting issuer. 
 
As previously reported, the development of the St. Lawrence Project is broken down into two 
phases: a pre-construction phase followed by the construction phase which will consist of the actual 
retrofit, upgrade and reopening of the mill and mine and tailings pond. 

Completion of project engineering and design work: The previously announced cost and scope 
review of the St. Lawrence Project is continuing, however the anticipated completion date of this 
review is currently uncertain. This comprehensive review is considering a range of mining and 
milling options that may be applicable at the Corporation’s St. Lawrence fluorspar operations and 
is expected to result in a number of potential changes to the scope of the project, including the mine 
plan, the mill refurbishment and the tailings pond management. These revisions are expected to 
enhance the project’s economics but are still at the review stage and as such will require further 
understanding before they can be considered actionable. No final decision on the project’s cost and 
scope has been made as yet, nor will it be made until this review process has concluded. The 



  

  

Corporation can provide no assurance at this time that the project will proceed and, the current 
expected commencement date for the construction of the St. Lawrence Project has yet to be 
determined.  

Safety:  For the Twelve months ended March 31, 2014, the Corporation, including Newspar, has 
recorded no work-related injuries, incidents or illnesses and the incident frequency rate at March 
31, 2014 and year-end 2013 for recordable injuries is zero. The Corporation and Newspar are in full 
compliance with federal and provincial safety standards. 

Spend to date: The total spent on the St. Lawrence Project from inception to December 31, 2013 is 
$11,827,767 and this amount includes both the Corporation and Arkema’s portions. The majority 
of this spending has been on engineering consulting. Other areas of spending include owners costs, 
insurance and various operating costs of Newspar. 

 

Exploration & Evaluation 

The Corporation undertook a field exploration program over three selected areas of its’ 100% 
owned mineral licences in the St Lawrence area in July and August 2012. The program, which 
consisted of grid construction, geophysical surveys and prospecting, lead to the development of a 
drill program designed to test specific anomalies identified during the field exploration program.   
  
The Corporation has carried out surface trenching of the Director Vein during the 2012 exploration 
program, and to date has uncovered fluorspar mineralization at eight locations. The trenches are 
located over an area that extends more than 1,050meters to the south of the old workings of the 
Director Vein, and indicate surface mineralization with widths varying from 3.4meters to 
23meters. The exploration results from the Director Vein are described in the Corporation’s press 
releases filed on SEDAR in the second and third quarter of 2012. Based on the positive results 
from the nine trenches carried out, the Corporation undertook its 2013 drilling program on the 
southern extension of the Director Vein. 
 
The 2013 drilling program was developed to test areas of interest on the Director, Hares Ears and 
AGS Vein structures (formerly Grebes Nest Vein) in addition to a number of new anomalies 
adjacent to known mineral bearing structures. The drill program was initiated on the Director 
North area in January 2013 to test the resource potential of the vein below the old Aluminum 
Company of Canada mine workings. The program continued to drill test the Director South and 
Director South Extension to evaluate the results of the surface trenching conducted in the spring of 
2012. Following the completion of the planned program on the Director Vein structure, the drill 
was moved to test the north extension of the Hares Ears Vein structure and geophysical anomalies 
adjacent to the structure. A limited number of drill holes were proposed for this area and upon the 
completion of these drill holes; the drill was moved to the AGS Vein structure. The drill program, 
designed to test the AGS Vein structure and the associated geophysical anomaly, successfully 
identified a significant fluorite bearing zone over a strike length of 1.75 km to the east from the 
known structure showing. The mineralized structure has been tested to a vertical depth of 200 
meters. The drill program was completed in October and a 43-101 technical report was finalized in 
mid-November. The technical report, prepared by Agnerian Consulting Ltd of Toronto, Ontario, 
documented the revised fluorite resources for the areas tested during the 2013 drill program. The 
report also proposed additional infill drilling at selected sites along the AGS Vein structure to 
further evaluate the resource potential of the area. Seven trenches were completed over the AGS 
structure between August and October 2013 and designed to test the AGS Vein structure along 
strike. Extensions to two selected areas of the existing AGS Vein grid were completed in early 



  

  

December. Geophysical surveys are planned to be completed over the new grid areas during the 
winter of 2014.   
  
The material results of surveys and investigations regarding the St. Lawrence Project, the 
interpretation of the exploration information and the quality assurance program and quality control 
measures applied during the execution of the work at the St. Lawrence Project has been discussed 
by the Corporation in press releases dated March, 1, 2012; March 30, 2012; April 16, 2012; July 3, 
2012; January 16, 2013; January 30, 2013; March 12, 2013; March 28, 2013; April 18, 2013; April 
24, 2013; May 8,2013; June 5, 2013; July 2, 2013; July 11, 2013; July 18, 2013; August 6, 2013; 
August 9, 2013; August 12, 2013; August 20, 2013; August 29, 2013; September 18, 2013; and 
September 23, 2013 October 8, 2013; October 21, 2013; October 29, 2013; November 13, 2013; 
and December 4, 2013 and filed on SEDAR.  
 
RESULTS OF OPERATIONS 

 

(Three months ended)
March 31, 2014

(Three months ended) 
March 31, 2014 

 $ $
Interest Income 101,487 107,137

    

General and Administrative Expenses   

Salaries 330,297 235,885

Legal 313,080 80,673

Professional and consulting 66,141 7,462

Accounting and audit  63,571 67,763

Share based payments 56,162 48,504

Travel and entertainment 53,361 52,613

Office Costs 36,569 30,170

Public company related costs 13,847 41,066

Other 3,400 5,581

  936,428 569,717
    
Interest Expense 8,414 7,767
Depreciation 1,026 711
Income Taxes - -
    

Net and comprehensive loss (844,381) (471,058)
 
 
Three months ended March 31, 2014 compared to three months ended March 31, 2013 
 
Interest Income 

Interest income for the three months ended March 31, 2014 has been earned on cash and cash 
equivalent balances. Average cash and cash equivalent balances were lower in the three months 
ended March 31, 2014 as compared to the three months ended March 31, 2013, leading to lower 
interest income 



  

  

 
General and Administration Expenses  

 Salary costs in the three month period ended March 31, 2014 are higher the comparative 
three month period as the salaries charged in the three months ended March 31, 2013. 
There was no change in headcount during the periods but additional work was undertaken 
by special committees of the board.  

 Legal fees have increased over the comparative three-month period ended March 31, 2013. 
Legal fees in the current quarter relate to legal support to the special committee of the 
board evaluating the offer from Golden Gate Capital. In the comparative three months 
ended March 31, 2013 legal fees arose from reviews of regulatory filings and the updated 
technical report and financing carried out. 

 Professional and consulting costs during the three month period ended March 31, 2014 
were significant higher than the comparable to the three month period ended March 31, 
2013. The current period costs were fees paid to consultants related to the proposed Golden 
Gate Capital transaction. 

 Accounting and audit fees decreased slightly for the three months ended March 31, 2014 
over the same period in 2013. The decrease results from additional advisory charges 
related to the adoption of new accounting standards incurred in the comparative period but 
not repeated in the current period under review.  

 Share based payment expense is the stock option expense for the three-month period ended 
March 31, 2014 and was $56,162. This is a increase over the comparative quarters expense 
as arises from the comparative periods costs were reduced by management revised the 
estimated vesting date on the options. This change extended the period over which the 
expense is recognized resulting in a lower quarterly charge, however the same total 
expense will be recognized.  

 Travel and entertainment expenses have remained consistent in the three-month period 
ended March 31, 2014 to the three-month period ended March 31, 2013. 

 Office costs have increased slightly in the three months ended March 31, 2014 as compared 
to the three month period to March 31, 2013 reflecting the increased activity in Newspar. 
Included in the three-month period ended March 31, 2014 are includes rent, information 
technology support costs, utilities and other general office costs. 

 Public company related costs include fees associated with being a publically listed 
company such as stock exchange fees, transfer agent fees, communications consultants 
fees in addition to marketing costs incurred. The decrease in public company costs in the 
three months ended March 31, 2014 over the comparative three month period ended March 
31, 2013 reflects decreased spending on marketing and investor presentations by the 
Corporation. 

 Other costs in the current period are in line with the comparative three-month period ended 
March 31, 2013.  

 

Interest Expense 

Interest expense is a non-cash item and reflects the calculated effective interest on the interest free 
loans from Atlantic Canada Opportunities Agency (“ACOA”) and the Government of 
Newfoundland and Labrador.  
 
Depreciation 

Depreciation charged reflects the depreciation on assets not used in the further development of the 
companies mineral properties.  
 



  

  

Income Tax 

There was no income tax charge in the three months ended March 31, 2014 or the three months 
ended March 31, 2014 as losses were incurred in both periods. 
  
  



  

  

SUMMARY OF QUARTERLY RESULTS  

Table in thousands except for per share and share amounts                             
   

 2014 2013 2013 2013 2013 2012 2012 2012 
 Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2 
 $ $ $ $ $ $ $ $ 
Interest income 101 99 105 106 107 108 113 129 
Income  (loss) 
before taxes 

(844) (411) (381) (509) (471) (495) (434) (469) 

Income tax - (90) - - - - - - 
Net  (loss) income  (844) (321) (381) (509) (471) (495) (434) (469) 
Net  (loss) income  

earnings per 
share (basic) 

(0.008) (0.005) (0.003) (0.005) (0.005) (0.005) (0.004) (0.004) 

Net  (loss) income  
earnings per 
share (diluted) 

(0.008) (0.005) (0.003) (0.005) (0.005) (0.005) (0.004) (0.004) 

Current assets 32,085 33,060 34,109 35,425 35,712 35,653 36,713 38,095 
Total assets 44,110 44,654 45,188 45,629 45,188 44,295 45,118 45,959 
Total liabilities  2,604 2,361 2,437 2,785 2,176 2,011 2,430 2,928 
Working capital 31,274 32,475 33,438 34,394 35,120 35,205 35,838 36,553 
Equity   41,505 42,293 42,751 42,844 43,012 42,283 42,688 43,032 
 

ADDITIONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SIGNIFICANT 
REVENUE 

As of March 31, 2014, the Corporation had capitalized $2,539,939 under exploration and 
evaluation costs compared to $2,529,945 as of December 31, 2013. All the exploration work is 
being carried out on the Corporation’s 100% owned mineral licences in St. Lawrence, 
Newfoundland. The major components of which are: 

March 31, 2014 December 31, 2013

 
Prospecting 29,203 29,517
Grid Construction 67,856 65,780
Geophysical Survey 63,238 45,830
Trenching 224,610 224,610
Diamond Drilling 1,582,074 1,668,574
Administration 174,240 151,742
Reporting 234,542 212,318
Development 6,500 6,500
Assaying 125,841 125,074
Planning 31,835 -

2,539,939 2,529,945
 
  



  

  

LIQUIDITY  

The Corporation has no operating revenue from its mineral properties. It is currently pursuing two 
primary objectives; commencing development of the St. Lawrence Project and exploration on its 
100% owned mineral properties. 

As at March 31, 2014, the Corporation had working capital of $31,274,063  compared to working 
capital of $32,478,722 as at December 31, 2013.  Of the $31,933,581 in total working capital 
$186,985 is available to fund the Corporations operations and the remaining $31,280,122 is 
dedicated to development of Newspar.  At December 31, 2013, of the 32,478,722 in total working 
capital $965,960 was available to fund the Corporations operations while the remaining 
$31,512,763 was dedicated to development of Newspar. The reduction in working capital in the 
period arises from the use of cash on the development of the St. Lawrence Project and exploration 
and evaluation work.  These expenditures were partially offset by funds raised by the Corporation 
during the period. 
 
The Corporation has financed its operations to date through the issuance of equity and has been 
dependent upon equity investors to fund its operations.  The Corporation has signed an agreement 
with the Government of Newfoundland and Labrador for a loan in an amount not to exceed 
$17,000,000 to assist in the pre-production costs associated with the reactivation of the St. 
Lawrence Project through construction of a deep water port facility. The first $10,000,000 of the 
loan is interest-free and the subsequent $7,000,000 of the loan bears interest at a fixed annual rate 
of 3%. 
 
The original costing of the St. Lawrence Project was fully financed between the partners and the 
loan from the Government of Newfoundland and Labrador. Based on the updated costing of the St. 
Lawrence Project, each partner would be required to provide additional funding. The Corporation 
is exploring its options for sourcing the additional funding required, which may include the 
issuance of equity and/or debt or additional off take agreements for the Corporation’s fluorspar 
production. 

CAPITAL RESOURCES 

Capital requirements in respect of mining projects, generally and in particular, in the province of 
Newfoundland and Labrador have escalated since the original RPA Technical Report was released 
in 2011. Pursuant to estimates in the Updated Technical Report filed on March 15, 2013, the total 
initial capital costs of the St. Lawrence Project have risen from $98,000,000 to $154,000,000. As a 
result, a review of the costs required in connection with the St. Lawrence Project is underway (see 
“Update of Business Developments”). This review may result in an increase in the capital required 
to complete the project, in which event, the Corporation will be required to make additional capital 
contributions. As at December 31, 2013, Newspar had cash and cash equivalents of $63,194,268 
that is currently dedicated to the capital requirements of the St. Lawrence Project.  Additionally, the 
Corporation has entered into an agreement with the Province of Newfoundland and Labrador to 
provide $17,000,000 to assist in funding the construction of a new deep water port facility as 
described above. 

In addition to the funds dedicated to the St. Lawrence Project, as at March 31, 2014 the Corporation 
had cash of $653,459 to fund its operations, including exploration activities. 

To date, the Corporation has not paid any dividends on the common shares. The Corporation has no 
plans of paying dividends on the common shares, as it anticipates that all available funds for the 



  

  

foreseeable planning horizon will be invested to finance its development of the St. Lawrence 
Project and further exploration. 
 
FINANCIAL INSTRUMENTS 

Fair value estimates of financial instruments are made at a specific point in time based on relevant 
information about financial markets and specific financial instruments. As these estimates are 
subjective in nature, involving uncertainties and matters of significant judgment, they cannot be 
determined with precision.  

The Corporation’s financial instruments consist of cash and cash equivalents, receivables, accounts 
payable and accrued liabilities and long-term debt.  

The carrying value of cash and cash equivalents, receivables, accounts payable and accrued 
liabilities approximates fair value due to their short-term nature. 

OFF BALANCE SHEET ARRANGEMENTS 

The Corporation has no material off-balance sheet arrangements. 

RELATED PARTY TRANSACTIONS 

Key management compensation 

 March 31, 2014 March 31, 2014
 $ $
Short-term employee benefits                         166,000                     203,000 

Share-based payments                          48,966                       39,352 

 
Key management consists of the Board of Directors, Executive Chair, President & CEO, and CFO.  

In addition to the above short-term employee benefits, a total of $48,733 (2013: $69,000) were 
borne by the joint operation partner. 
 
Newspar has charged CFI $66,064 in the three month period ended March 31, 2014 (2013: 
124,952) for employee costs. In addition CFI has charged Newspar amounts totalling $69,719 in 
the three month period ended March 31, 2014 (2013: $62,499).  At March 31, 2014 CFI had a net 
receivable of $3,655 (December 31, 2013: payable of $29,018) to Newspar.  
 
The Corporation rented properties and received services from companies controlled by related 
parties and paid a total of $6,000 during the three months ended March 31, 2014 (2013: 15,437), 
there was no amounts payable at the end of the period. 
 
Purchases from related parties are made at terms equivalent to those that prevail in arm’s length 
transactions.  

 

 

 



  

  

OUTSTANDING SHARE DATA 

Capital Stock 

The Corporation is authorized to issue an unlimited number of common shares (the “Common 
Shares”) without par value and an unlimited number of preferred shares without par value. The 
Common Shares of the Corporation are listed on the TSX Venture Exchange under the symbol 
“CFI”.  

As at May 28, 2014 there were:  

 110,855,743 Common Shares issued and outstanding.  

 583,334 Warrants outstanding and exercisable for 2,658,997 Common Shares 

 8.800,000 stock options outstanding. Each stock option entitles the holder to purchase one 
Common Share at the end of the vesting period at a pre-determined exercise price as 
outlined in the table below. 

Issue date 
 Options 

outstanding
Options 

exercisable
Exercise 

price 
 

Expiry date 
  $  
May 19, 2009  2,500,000 - 0.36  May 19, 2019 
August 25, 2010  2,250,000 - 0.40  August 24, 2020 
May 17, 2011  800,000 - 0.60  May 16, 2021 
July 22, 2011  600,000 - 0.45  July 22, 2021 
March 5, 2012  1,750,000 - 0.50  March 5, 2022 
February 28, 2013  900,000 - 0.29  February 28, 2023 
  8,800,000 -    
 

ACCOUNTING POLICIES AND ESTIMATES 

In the Corporation’s condensed consolidated interim financial statements for the year ended March 
31, 2014, the Corporation has adopted all IFRS standards that are applicable for periods beginning 
on or before January 1, 2014 and the Corporation has disclosed significant accounting estimates. 

FUTURE CHANGES IN IFRS ACCOUNTING POLICIES 

The Corporation has reviewed new and revised accounting pronouncements that have been issued 
but are not yet effective. The Corporation has not early adopted any of these standards and is 
currently evaluating the impact, if any, that these standards might have on its consolidated financial 
statements. 

The following standards are effective for annual periods beginning on or after January 1, 2014, with 
earlier adoption permitted. The Corporation is currently assessing the impact they will have on the 
consolidated financial statements. 
 
IFRS 9, Financial Instruments: IFRS 9 introduces the new requirements for the classification, 
measurement and de-recognition of financial assets and financial liabilities. Specifically, IFRS 9 
requires all recognized financial assets that are within the scope of IAS 39 Financial Instruments: 
Recognition and Measurement to be subsequently measured at amortized cost or fair value, and all 



  

  

financial liabilities classified as subsequently measured at amortized cost except for financial 
liabilities as at fair value through profit or loss (“FVTPL”). The amendments are effective for 
annual periods beginning on or after January 1, 2015, with earlier application permitted. 
 
 
ADDITIONAL INFORMATION 

Legal Proceedings 

As of the date of this document, management was not aware of any legal proceedings involving the 
Corporation. 

RISKS AND UNCERTAINTIES 

The Corporation’s activities, including the development of the St. Lawrence Project, involve a high 
degree of financial risk. The risk factors which should be taken into account in assessing the 
Corporation’s activities include, but are not limited to, those set out in the paragraphs below.  These 
risks are not intended to be presented in any assumed order of priority. Any one or more of these 
risks could have a material effect on the Corporation and should be taken into account in assessing 
the Corporation’s activities. 

No History of Mining Fluorspar 

The Corporation has no history of mining fluorspar and the St. Lawrence Project is still in the 
development stage. The future development of the St. Lawrence Project will require the 
construction and operation of a mine and related infrastructure. The costs, timing and complexities 
of mine construction and development are uncertain. It is common in new mining operations to 
experience unexpected problems and delays during construction, development, and mine start-up. 
In addition, delays in the commencement of mineral production often occur. Accordingly, there are 
no assurances that the Corporation's activities will result in profitable mining operations, that the 
Corporation will successfully establish mining operations or profitably produce fluorspar, or that 
the Corporation will meet any of its current timelines or schedules. 

No Operating Income 

The Corporation has no operating income and has had negative operating cash flow to date. To 
date, the Corporation’s sole source of working capital has been the issuance of common shares.  
The Corporation is developing the St. Lawrence Project in two phases, a pre-construction phase 
and a construction phase. In addition to the prefeasibility study included in the Updated Technical 
Report, a review of the costs required in connection with the St. Lawrence Project is underway 
however the anticipated completion date of this review is currently uncertain. (see “Update of 
Business Developments”). This review may result in a material increase in the capital required to 
complete the St. Lawrence Project, in which event, the Corporation will be required to make an 
additional capital contribution. That review process is considering a range of mining, milling, and 
infrastructure options that may be applicable to the project. As a result, no final decision on the 
project’s cost and scope has been made as yet, nor will it be made until this review process has 
concluded. Accordingly, the Company can provide no assurance at this time that the project will 
proceed. 

Further, while the Corporation has entered into the strategic investment with Arkema, as the 
Corporation has no operating cash flow, it will be solely dependent upon the sources of funding 
described above or other outside sources and third party financings to obtain the necessary capital 



  

  

to meet its obligations and complete the development of the St. Lawrence Project. If the 
Corporation is able to commence production at the St. Lawrence Project, there is no assurance that 
it will produce revenue, operate profitably or provide shareholders with a return on their investment 
in the future.  There can be no assurance that the Corporation will not suffer losses in the near future 
or that the Corporation will ever be profitable. 

Risk Associated with Feasibility Studies 

Feasibility studies are used to determine the economic viability of a mineral deposit. Many factors 
are involved in the determination of the economic viability of a deposit, including the achievement 
of satisfactory mineral reserve estimates, the level of estimated metallurgical recoveries, capital 
and operating estimates and the estimate of future commodity prices. Capital and operating cost 
estimates are based on many factors, including anticipated tonnage and grades of ore to be mined, 
the configuration of the ore body, ground and mining conditions, expected recovery rates of the ore 
and anticipated environmental and regulatory compliance costs. Each of these factors involves 
uncertainties and, as a result, the Corporation cannot give any assurance that the estimates in the 
Updated Technical Report will be correct or that the St. Lawrence Project will produce profitable 
operating mine(s). If a mine is developed, actual operating results may differ from those anticipated 
in the Updated Technical Report. There can be no assurance that delays will not be experienced.  
The project timelines are continuously reviewed and are dependent on the receipt of necessary 
financing and/or timing of receipt of required permits. Delays may result in an increase in capital 
requirements, costs and expenditures. Notwithstanding the existing Updated Technical Report 
which relates to the St. Lawrence Project, from time to time, alternative production scenarios may 
impact timelines of achieving commercial production and annual production rates. 

Mine Development 

The Corporation does not have an operating mine facility. The Corporation is planning to retrofit 
the facilities which are located on its properties.  Although the properties were successfully mined 
in the past, there can be no assurance that such facilities can be reopened or operate profitably. As a 
result of the review process discussed under the “Update of Business Development”, the current 
expected commencement date for the construction of the mine has yet to be determined.  

Mineral Reserve and Mineral Resource Estimates 

No certainty exists with regard to the quantity of fluorspar mineral or the mineralogical and/or 
chemical qualities germane to the production of fluorspar for mineral estimated to lie within the 
Corporation’s properties.  In addition, it is not certain that such resources can be economically 
mined and produced. Until actually mined and processed, the quantities of mineral available to be 
mined, the tenor of the mineral and the product yield must be considered estimates only.  The actual 
quantity of material that is mined, its content of materials undesirable in or deleterious to the 
product, and the actual yield of product may differ materially from the resource estimates discussed 
herein. Any material change in quantity, quality or yield of the resources may affect the economic 
viability of the Corporation’s properties. The volume of mineral that is mined and processed over 
the life of the St. Lawrence Project may be larger or smaller than currently planned based on the 
Corporation’s resource estimates. Any material reduction in these estimates or the Corporation’s 
ability to extract and process the fluorspar could have a material adverse impact on the 
Corporation’s results, operations or financial condition. 

The St. Lawrence Project consists of both mineral resources and mineral reserves. The mineral 
resources are inclusive of the mineral reserves. Mineral resources that are not mineral reserves do 
not have demonstrated economic viability. Due to the uncertainty that may attach to indicated 



  

  

mineral resources, there is no assurance that mineral resources will be upgraded to proven and 
probable mineral reserves. Inferred mineral resources are considered too speculative geologically 
to have the economic considerations applied to them that would enable them to be categorized as 
mineral reserves. 

No assurance can be given that production estimates for the St. Lawrence Project as described in 
the RPA Technical Report or Updated Technical Report will be achieved. These production 
estimates are based on, among other things, the accuracy of reserve estimates, the accuracy of 
assumptions regarding ground conditions and physical characteristics of ores, such as presence or 
absence of particular metallurgical characteristics, and the accuracy of estimated rates and costs of 
mining and processing. 

Actual production may vary from estimates for a variety of reasons, including actual ore mined 
varying from estimates of grade, tonnage, dilution and metallurgical and other characteristics, 
short-term operating factors relating to the mineral reserves, such as the need for sequential 
development of ore bodies and the processing of new or different ore grades, risks and hazards 
associated with mining, natural phenomena, such as inclement weather conditions and unexpected 
labour shortages. Failure to achieve production estimates could have an adverse impact on the 
Corporation’s future cash flows, earnings, results of operations, stated reserves and financial 
condition.   

Fluorspar Market 

The Corporation’s business objectives are based on its understanding of world fluorspar markets 
and projected demand.  Other than the off-take agreement with Arkema, the Corporation has not 
entered into any legal contracts for delivery of fluorspar.  Economic conditions, availability of 
competing products or other factors may prevent the Corporation from entering into any contracts 
for the sale of fluorspar. 

The value and price of the common shares, the Corporation’s financial results, development, 
production, mining and further exploration activities may be adversely affected if the Corporation 
does not secure the anticipated sales volumes and prices for fluorspar produced from this project.  
Demand for fluorspar in the Corporation’s target markets fluctuates and is influenced by numerous 
factors outside of the Corporation’s control. Demand for the Corporation’s products is related to the 
demand for fluorspar in the same markets and is impacted by economic conditions and industrial 
activity.  The supply of fluorspar into the Corporation’s target markets may also fluctuate and may 
be affected by, among other things, additional capacity or availability of fluorspar. Cash flow from 
operations is directly tied to sales volumes and prices of fluorspar and depending on these volumes 
and prices, cash flow may not be sufficient for the Corporation to remain committed to all aspects 
of its business plan. Future production from the Corporation’s mine and production facilities is 
dependent on fluorspar sales volumes and prices being sufficient to make mining and production 
economical.  

Mining operations involve high degrees of risk.  The Corporation’s operations, when and if in 
production, are subject to hazards and risks normally associated with the development and 
production of mineral deposits including, without limitation, unusual and unexpected geological 
conditions, pit-wall failures, flooding and other conditions. These conditions may lead to damage 
to, or destruction of the mine and other production facilities, damage to life or property, 
environmental damage and legal liability and other adverse impacts.  

Environmental Risks and other Hazards 



  

  

The Corporation is subject to environmental legislation regulations. Such legislation and 
regulations can make operations expensive or in some cases prohibit them altogether.   

The Corporation 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 and other hazards may exist 
on a property in which the Corporation directly or indirectly holds an interest which are unknown to 
the Corporation 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 see page 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 the Corporation 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 the Corporation.  If the Corporation is 
unable to fully remedy an environmental problem, it could 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 the Corporation.   
 
All of the Corporation’s exploration and development activities are subject to regulation under one 
or more of the various provincial, federal and other environmental laws and regulations. Many of 
the regulations require the Corporation to obtain permits in respect of environmental matters for its 
activities. The Corporation must update and review its permits from time to time. 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 the Corporation’s 
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 the Corporation’s operations.  The Corporation intends to fully comply with all 
environmental regulations and industry best practices with respect to environmental matters. 

Processing plant operations are exposed to the same issues above and in addition are also subject to 
various hazards, including, without limitation, equipment failure, labour disputes and industrial 
accidents. In the event any of these occur, the results may include increased costs of production, 
delays, write-down of property, work stoppages, legal liability or injury or death to personnel, all of 
which may have an adverse effect on the Corporation’s operations and financial condition.  

Regulatory Risks 

Mining operations, development and exploration activities are subject to extensive laws and 
regulations. Changes in such laws and regulations or in their application are beyond the control of 
the Corporation and could adversely affect its operations, business and results of operations. 

The Corporation believes it currently has all government approvals and permits required in 
connection with its current activities at the St. Lawrence Project, however there can be no assurance 
that further approvals and permits will not be required. To the extent such approvals and permits 
are required and not obtained, the Corporation 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. A party engaged in mining operations may be required to provide 
compensation for loss or damage by reason of such 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 the Corporation and cause increases in capital 
expenditures or require abandonment or delays in development. 

Joint Venture Risks 

The Corporation entered into the Arkema Investment to further advance the development of 
operations at the St. Lawrence Project. In the future, the Corporation may enter into additional joint 
ventures or partnership arrangements with other parties in relation to the exploration, development 
and production of the St. Lawrence Project or other properties in which it has an interest. Joint 
ventures can often require unanimous or majority approval of the parties to the joint venture or their 
representatives for certain fundamental decisions, such as an increase or reduction of registered 
capital, merger, division, dissolution, amendments of constating documents, and the pledge of joint 
venture assets, which means that each joint venture party may have a veto right with respect to such 
decisions which could lead to a deadlock in the operations of the joint venture. Further, the 
Corporation may be unable to exert control over strategic decisions made in the context of the joint 
venture. Any failure of the Corporation’s joint venture partners to meet their obligations in the 
context of the joint venture, or any disputes with respect to the parties’ respective rights and 
obligations could negatively affect the joint venture and therefore could negatively affect the 
Corporation’s results of operations and financial condition. 

Diversification Risk 

The only current material properties in which the Corporation has an interest in are the St. 
Lawrence Project and the Development Assets all of which are located in St. Lawrence. As a result, 
unless the Corporation acquires additional properties interests, any adverse developments affecting 
the St. Lawrence Project or the Development Assets could have a material adverse effect upon the 
Corporation and would materially adversely affect the potential consolidated profitability, financial 
performance and results of operations of the Corporation.  In the long term, the Corporation’s 
ability to maintain or increase annual production of fluorspar will be dependent almost entirely on 
its ability to discover or otherwise acquire additional resources and bring new mines into 
production. 

Financial Instruments and Related Risks  

The Corporation’s activities expose it to a variety of risks that may include currency risk, credit 
risk, liquidity risk, interest rate risk and other price risks, including equity price risk. The 
Corporation examines the various financial instrument risks to which it is exposed and assesses any 
impact and likelihood of those risks.  

The Corporation’s primary risk management objective is to protect the Corporation’s financial 
position and cash flows in support of development of the St. Lawrence Project and for exploration 
and evaluation of additional mineral resources.  

The Corporation’s cash and cash equivalents are invested in business accounts with quality 
financial institutions and is available on demand. It is management's opinion that the Corporation is 
not exposed to significant interest, currency or credit risk. Significant risks managed by the 
Corporation include liquidity risk and price risk.  



  

  

The Corporation’s principal financial liabilities comprise of long-term debt and accounts payable 
and accrued liabilities. These financial liabilities provide finances for the Corporation’s operations. 
The Corporation’s cash and cash equivalents were derived directly from its financing activities. 

Members of the Corporation’s Board of Directors and senior management oversee the management 
of these risks and report such risks to the Board of Directors.  

Interest Rate Risk 

The Corporation invests surplus cash in bank deposits which, due to their short-term nature, do not 
expose the Corporation to significant interest rate risks. 
 
Foreign Currency Risk 
 
The Corporation is not exposed to significant currency risk. 
 
Credit Risk 
 
The Corporation invests surplus cash in bank deposits. These activities expose the Corporation to 
counterparty credit risk that would result if the counterparty failed to meet its obligations in 
accordance with the terms and conditions of its contracts with the Corporation. 
 
Liquidity Risk 
 
Liquidity risk is the risk that the Corporation will be unable to meet its contractual obligations. The 
Corporation manages liquidity risk by monitoring its cash flows including raising capital through 
public offerings and private placements to ensure that it has sufficient cash available to meet its 
contractual obligations. The Corporation continuously reviews both actual and forecasted cash 
flows to ensure that the Corporation has sufficient funding for its exploration and evaluation of 
mineral resources. 

Competition 
 
The mining industry is intensely competitive. Significant competition exists for the acquisition of 
properties producing or capable of producing fluorspar or other metals. The Corporation may be at 
a competitive disadvantage in acquiring additional mining properties because it must compete with 
other individuals and companies, many of which have greater financial resources, operational 
experience and technical capabilities than the Corporation. The Corporation may also encounter 
increasing competition from other mining companies in its efforts to hire experienced mining 
professionals.  
 
Future Capital Requirements 
 
The Corporation’s exploration, development and processing activities in the St. Lawrence area or 
in other properties will require substantial additional financing. If the Corporation is unable to 
secure sufficient financing, delays or postponement of future development or production of the 
Corporation’s properties may result. There can be no assurance that the additional capital required 
or other types of financing will be available if needed or even if available, the terms of such 
financing will be acceptable to the Corporation. Any additional equity financing will result in 
dilution to existing shareholders.  



  

  

On July 31, 2012, the Corporation signed a loan agreement the Government of Newfoundland and 
Labrador made a commitment to the Corporation in the form of a repayable loan not to exceed 
$17,000,000 to assist in the pre-production costs associated with the reactivation of the St. 
Lawrence Project through construction of the wharf. There is no assurance that the Corporation will 
receive all, or any, of the funds under this commitment. 

To date, the Corporation’s main source of cash flow has been through the issuance of equity and the 
Corporation has been dependent on the equity markets to fund its cash flow needs.  In order for the 
Corporation to generate cash flows from operations and ultimately attain profitably, additional 
financing will be required. The Corporation’s continuation as a going concern is dependent upon 
management’s plans coming to fruition and such plans are contingent upon new equity, debt or 
alternate financing from investors or strategic partners such as Arkema. Failure to do so will have a 
material adverse impact on the Corporation’s overall financial condition. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

Some of the statements made herein contain “forward-looking information” within the meaning of 
applicable Canadian securities legislation. Forward-looking information includes, but is not limited 
to, information with respect to the Corporation’s future development plans, including development 
plans relating to the St. Lawrence Project, the timing of completion of the pre-construction phase, 
timing of mine mill, tailings facilities and wharf construction, commencement of mining 
operations, the adequacy of the Corporation’s financial resources, and other events or conditions 
that may occur in the future. Without limiting the foregoing, the Corporation has made materially 
forward-looking statements: (i) under the heading “Description of Business” and “Liquidity” and 
“Capital Resources” with regard to the requirements and anticipated completion of the 
pre-construction phase, anticipated dates for the start of production and production targets; and (ii) 
under the headings “Liquidity” and “Capital Resources” and “Risks and Uncertainties” with regard 
to the amount of capital required to bring the St. Lawrence Project  to production, working capital 
requirements through the pre-construction phase, anticipated timing for operating revenue or 
operating cash flow and the commencement of production. Generally, forward-looking information 
can be identified by the use of forward-looking terminology such as “plans”, “expects”, or “does 
not expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, 
“anticipates”, or “does not anticipate”, or “believes” or variations of such words and phrases or 
state that certain actions, events or results “may”, “could”, “would”, “might”, or “will be taken”, 
“occur”, or “be achieved”. Such forward-looking information reflects the current beliefs of the 
Corporation’s management based on information currently available.  

Forward-looking information is subject to known and unknown risks, uncertainties and other 
factors that may cause the actual results, level of activity, performance or achievements of the 
Corporation to be materially different from those expressed or implied by such forward-looking 
information, including risks associated with the development of mining projects and the mining 
industry such as economic factors as they affect development, future commodity prices, obtaining 
financing, market conditions, changes in interest rates, actual results of current development 
activities, government regulation, political, social or economic developments, environmental risks, 
insurance risks, capital expenditures, operating or technical difficulties in connection with 
development activities, personnel relations, the speculative nature of resource development, 
including the risks of diminishing quantities of grades of resources and reserves, contests over 
property title, and changes in project parameters and capital requirements as plans for the St. 
Lawrence Project continue to be refined as well as those risk factors discussed or referred to under 
the heading “Risks and Uncertainties” of this MD&A and the Corporation’s other filings with the 
Canadian security regulators. Forward-looking information is based on the reasonable 
assumptions, estimates, analysis and opinions of management made in light of its experience and 



  

  

its perception of trends, current conditions and expected developments, as well as other factors that 
management believes to be relevant and reasonable in the circumstances at the date that such 
statements are made, but which may prove to be incorrect. Although the Corporation believes that 
the assumptions and expectations reflected in such forward-looking information are reasonable, 
undue reliance should not be placed on forward-looking information because the Corporation can 
give no assurance that such expectations will prove to be correct. In addition to other factors and 
assumptions which may be identified in this MD&A, assumptions have been made regarding, 
among other things: the Corporation’s ability to carry on its development activities planned for the 
St. Lawrence Project, the estimated timeline for the development of the project at St. Lawrence, 
operating and capital costs, the timely receipt of any required approvals, the volatility of the price 
of fluorspar, the supply and demand for fluorspar, the ability of the Corporation to obtain qualified 
personnel, equipment and services in a timely and cost-efficient manner, the ability of the 
Corporation to operate in a safe, efficient and effective manner, the ability of the Corporation to 
obtain financing on acceptable terms, the accuracy of the Corporation’s resource estimates and 
geological, operational and price assumptions on which these are based, market competition, 
ongoing relations with employees and impacted communities, general business and economic 
conditions and the regulatory framework regarding environmental matters. Readers are cautioned 
that the foregoing list is not exhaustive of all factors and assumptions which may have been used. 
Although the Corporation has attempted to identify important factors that could cause actual results 
to differ materially from those contained in forward-looking information, there may other factors 
that cause results not to be as anticipated, estimated or intended. There can be no assurance that 
such information will prove to be accurate, as actual results and future events could differ 
materially from those anticipated in such information. Accordingly, readers should not place undue 
reliance on forward-looking information. The Corporation does not undertake to update any 
forward-looking information, except in accordance with applicable securities laws. 

  


