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Description of Management’s Discussion and Analysis 

 

The purpose of this Management Discussion and Analysis (“MD&A”) is to explain management’s point of view regarding 

the past performance and future outlook of Tower Resources Ltd. (the “Company” or “Tower”). The following 

Management’s Discussion & Analysis ("MD&A") provides a review of activities, results of operations and the financial 

condition of the Company for the six months ended April 30, 2020.  This MD&A should be read in conjunction with the 

Company’s condensed interim financial statements and related notes for the six months ended April 30, 2020 (“Financial 

Statements”) and the audited financial statements and related notes thereto for the year ended October 31, 2019. The 

following discussion is dated and current as of June 26, 2020. This MD&A contains forward-looking information and 

statements which are based on the conclusions of management. The forward-looking information and statements are only 

made as of the date of this MD&A.  

 

All financial information in this MD&A has been prepared in accordance with International Financial Reporting Standards 

(“IFRS”) and all dollar amounts are expressed in Canadian dollars unless otherwise indicated. 

 

The Company’s certifying officers, based on their knowledge, having exercised reasonable diligence, are responsible to 

ensure that these filings do not contain any untrue statement of a material fact or omit to state a material fact required to be 

stated or that is necessary to make a statement not misleading in light of the circumstances under which it was made, with 

respect to the period covered by these filings, and these financial statements together with the other financial information 

included in these filings. The Board of Directors approves the Financial Statements and MD&A and ensures that 

management has discharged its financial responsibilities. The Board’s review is accomplished principally through the Audit 

Committee, which meets periodically to review all financial reports, prior to filing.  

 

 

Forward Looking Statements 

 

Certain disclosures contained in this MD&A may constitute forward-looking information. This is information regarding 

possible events, conditions or results of operations of the Company that is based upon assumptions about future economic 

conditions and courses of action which is inherently uncertain. All information other than statements of historical fact may be 

forward-looking information. 

 

Forward-looking information is subject to a variety of risks and uncertainties which could cause actual events or results to 

differ from those reflected in the forward-looking statements, including, without limitation, risks and uncertainties relating to 

the interpretation of drill results and the estimation of mineral resources, the geology, grade and continuity of mineral 

deposits, the possibility that future exploration and development results will not be consistent with the Company’s 

expectations, and the outbreak of an epidemic or a pandemic, including the recent outbreak of the novel coronavirus 

(COVID-19), or other health crisis and the related global health emergency affecting workforce health and wellbeing.  Some 

other risks and factors which could cause results to differ materially from those expressed in the forward-looking information 

contained in this MD&A are described under the heading “Risks and Uncertainties”.  

 

Readers are cautioned that any such listings of risks are not, and in fact cannot be, complete. Although the Company has 

attempted to identify important factors that could cause actual events and results to differ materially from those described in 

the forward-looking information, there may be other factors that cause events or results to differ from those intended, 

anticipated or estimated. The Company believes the expectations reflected in the forward-looking information are reasonable, 

but no assurance can be given that these expectations will prove to be correct and readers are cautioned not to place undue 

reliance on forward-looking information contained in this MD&A. 

 

The forward-looking information contained in this MD&A is provided as of the date hereof and the Company undertakes no 

obligation to update publicly or revise any forward-looking information, whether as a result of new information, future events 

or otherwise, except as otherwise required by law. All of the forward-looking information contained in this MD&A is 

expressly qualified by this cautionary statement. 
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Description of Business and Discussion of Operations  

 

The Company is incorporated under the Business Corporations Act (BC) and is listed on the TSX Venture Exchange (“TSX-

V”) under the symbol TWR. The principal business of the Company is the acquisition and exploration of mineral exploration 

and evaluation assets in British Columbia, Canada. 

 

The Company is a Canadian based mineral exploration company focused on the discovery and advancement of economic 

mineral projects in the Americas.  The Company’s key exploration assets are located in British Columbia, Canada. They 

include the Rabbit North copper‐gold porphyry project located between the New Afton and Highland Valley Copper mines, 

the Nechako gold project near New Gold’s Blackwater project, the Belle copper-gold porphyry project in the Toodoggone 

district and the More Creek gold project in the Golden Triangle area.  

 

The Company is currently focused on the multidisciplinary program at the Rabbit North copper-gold property and 

exploration of the Nechako Gold property.   

 

Overall performance 

 

Operating expenses for the six months ended April 30, 2020 were $160,090 versus $188,909 in the comparative period ended 

April 30, 2019.  Expenses have decreased as the Company continues in minimizing expenditures to conserve its cash.  

Changes are further discussed in the “Results of Operations” section.   

 

The Company had a net increase in cash during the six months ended April 30, 2020 of $294,938, for a cash balance as at 

April 30, 2020 of $416,663. The increase in the current period is primarily attributable to the receipt of the BC mining 

exploration tax credit of $621,854.  Refer to the “Summary of Exploration Activities” for further discussion of the 

expenditures and properties. 

 

Corporate activities 

 

In December 2018, the Company issued 625,000 units pursuant to the Voigtberg property agreement. Each unit is comprised 

of one common share and one-half of one share purchase warrant, with each full warrant entitling the holder to acquire one 

additional common share of the Company at the exercise price of $0.0375 for a period of 60 months.   

 

In February 2019, Garett Macdonald tendered his resignation as President, Chief Executive Officer and a director.   

 

In April 2019, Joe Dhami was appointed as President and Chief Executive Officer and a member to the Board of Directors. 

 

In May 2019, Nicholas Nikolakakis did not stand for re-election as a member of the Board of Directors.  

 

In May 2019, the Company issued 12,500,000 units, for proceeds of $500,000, pursuant to a private placement.  Each unit was 

comprised of one common share and one-half of one share purchase warrant, which will entitle the holder of each whole warrant 

to acquire an additional common share of the Company at a price of $0.10 per common share, for a period of 12 months from 

the date of issue. 

 

In July 2019, the Company issued 200,000 common shares, valued at $10,000, pursuant to the Chutanli property agreement.   
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Summary of Exploration Activities 

 

During the six months ended April 30, 2020, the Company incurred $294,904 in exploration and evaluation asset 

expenditures compared to $331,576 for the corresponding six months ended April 30, 2019.   

 

The following is a breakdown of the components of the Company’s exploration and evaluation assets, on a property by 

property basis, for the six months ended April 30, 2020: 

 

 JD 

Rabbit 

North 

Nechako 

Gold More Creek Total 

 $ $ $ $ $ 

Balance, October 31, 2019 1  2,502,425  1,382,795 82,444  3,967,665 

Deferred costs      

Assays -  - 5,625  - 5,625  

Consulting - - 18,068 - 18,068 

Drilling -  - 180,879 -  180,879 

Equipment rental -  - 64  -  64  

Field supplies -  2,800 - -  2,800  

Food - - 3,348 - 3,348 

Geologist -  - 83,918  -  83,918  

Travel -  - 202  -  202  

Additions for the period -  2,800  292,104  - 294,904  

 

Balance, April 30, 2020 1  2,505,225  1,674,899 82,444  4,262,569 

 

Rabbit North property 

 

The Rabbit North property, acquired in 2013, is comprised of 34 mineral tenures covering 16,400 hectares of which 2,850 

hectares were optioned from private individuals and the remainder were staked by the Company. The staked claims are 

known as the Rabbit North Extension property.  The Company earned a 100% interest in the optioned portion by making cash 

payments of $170,000, issuing 1,300,000 common shares, and funding aggregate exploration expenditures of $2,150,000. 

The vendors also hold a 3% NSR, of which 1% of the 3% may be purchased by the Company for $2,000,000 and the second 

1% of the 3% may be purchased by the Company for $1,500,000.  In March 2017, the Company entered into a royalty 

buyback assignment agreement with Sandstorm Gold Ltd. (“Sandstorm”) pursuant to which it assigned to Sandstorm the 

Company’s right to purchase the second 1% of the Company’s 2% buyback rights with respect to the optionors’ NSR.  Under 

the terms of the agreement, the Company received $50,000.  If the Company makes a decision to develop the Rabbit North 

property and put it into production, the Company has agreed to exercise its right to buy back 1% of the NSR, contingent upon 

Sandstorm exercising its right to buy back the second 1% (as assigned to it), whereupon the Company will grant directly to 

Sandstorm a 1% NSR. In March 2017, the Company entered into a NSR agreement with Sandstorm.  Under the terms of the 

agreement, the Company received $150,000 in return for granting Sandstorm a 2% NSR on the Rabbit North Extension 

property.  The Company will have the option to buy back 1% of the NSR from Sandstorm for cash consideration of 

$500,000. 

 

The property is located in the Kamloops mining district in south-central B.C., between the New Afton underground Cu-Au 

mine and the Highland Valley open pit Cu mine. It is centered on the alkalic Durand Stock which measures 2 x 3 km and is 

compositionally similar to and of the same age as (Late Triassic to Early Jurassic) the intrusion that hosts the New Afton 

deposit. Previous exploration within the stock identified several zones of Cu-Au mineralization that appear to be of limited 

size and grade but drilling by the Company in 2017 on a magnetic anomaly – the Western Magnetite Zone – encountered 

stronger and more continuous mineralization in the volcanic rocks along the western margin of the stock, including 247 

metres of 0.51% Cu and 0.34 g/t Au in hole RN17-05. 
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Summary of Exploration Activities (continued) 

 

Rabbit North property (continued) 

 

Q2 Activities 

 

The Company did not perform any work on the Rabbit North property or Rabbit North Extension during the three months 

ended April 30, 2020.  

 

Nechako Gold property  

 

The Nechako Gold property is located on the Nechako Plateau in central B.C., 30 km northeast of the 8,000,000-ounce 

Blackwater Au deposit. It consists of two claim blocks, Porphyry and Chutanli, that were optioned by the Company in July 

2016 under separate agreements and together cover 2975 hectares. The Company earned a 100% interest in the Porphyry 

claims in fiscal 2018 by making staged cash payments totaling $40,000, issuing 400,000 shares of the Company and 

expending $250,000 on mineral exploration on the claims. The Company earned a 100% interest in the Chutanli claims 

during the year ended October 31, 2019 by making cash payments totalling $60,000, issuing 600,000 shares of the Company 

and expending $225,000 on mineral exploration on the claims. The vendors hold a 1.5% NSR on their respectiveclaims, each 

of which the Company can buy back in full for $1,000,000. Sandstorm also holds a 2% NSR on the combined property, of 

which the Company can buy back 1% for $500,000.  

 

The Nechako Gold property lies mainly in a valley that is infilled by thick glacial sediments comprised largely of till eroded 

from the underlying bedrock. At the time the Company acquired the property the bedrock geology was essentially unknown 

because rock outcrops are very scarce, even on hills of the Nechako Range along the west side of the valley. 

 

In October 2016, Overburden Drilling Management Limited (“ODM”) sampled the till at 31 sites in the valley and, in the 

heavy mineral fraction of the till, identified a gold grain anomaly the core of which covers an area of 2 x 3 km and is twice as 

large and similar in strength to the known gold grain dispersal train that extends glacially down-ice from the Blackwater Au 

deposit. 

 

In November 2017, 38 reverse circulation (RC) holes were drilled in the valley to obtain continuous samples of the till and 

underlying bedrock. The RC drilling revealed that: (a) the glacial deposits in the valley range in thickness from 10 to 60 m 

and, where more than 20 m thick, include a Lower Till horizon from an earlier glaciation in addition to the gold-grain-bearing 

Upper Till that is exposed at surface; (b) the gold grain dispersal train that was originally identified in the Upper Till is 

actually a daughter train in which the gold was glacially eroded from an older and stronger mother train in the underlying 

Lower Till; and (c) the bedrock beneath the till includes two porphyry bodies ‒ the large, previously unknown and 

pervasively argillic-altered Blue Road Porphyry and the smaller, thinly covered Kluskus Road Porphyry which is locally 

exposed along the western edge of the valley and contains a historical, low-grade porphyry Cu occurrence, the C-Zone.  

 

The mother train is a sulphide-rich, polymetallic Au-Ag-As-Cu-Zn-Pb train. It is 1.5 km wide in the area east-northeast of 

(i.e. glacially down-ice from) the C-Zone but the host Lower Till has been completely eroded in the area of thin cover over 

the C-Zone, creating a large gap in the train. The Cu component of the train closely matches that of the C-Zone. However, the 

C-Zone does not contain significant Au, Ag, As, Zn or Pb, indicating that the bedrock source of these five metals is located 

further west-southwest up the glacial ice flow path. In an initial attempt to locate this source, five diamond core holes totaling 

751.02 m were drilled in the eastern part of the erosional gap in the train in May 2018. These holes did not intersect any Au-

Ag-As-Zn-Pb mineralization, indicating that the targeted mineralized zone was located further up-ice, possibly near the 

historical April Showing which contains the same five metals. 

 

In December 2018, the Company drilled 13 step-out RC holes, Nos. 39 to 51, between the C-Zone and the April Showing 

with the objective of locating the bedrock source of the mother train. In addition, one diamond core hole was drilled to test an 

induced polarization geophysical anomaly on the eastern part of the Blue Road Porphyry.  
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Summary of Exploration Activities (continued) 

 

Nechako Gold property (continued) 

 

The RC drilling intersected two new remnants of the buried Lower Till horizon. In the larger of these occurrences, the 

dispersal train ends abruptly along a line, now referred to as the “April Trend”, that extends southeast from the historical 

April Au-Ag-As-Zn-Pb showing. The till in Hole 39 Hole, on the projected northern edge of the dispersal train 800 m 

southeast of the showing, was found to be particularly anomalous in these metals. The second, smaller remnant of the train 

was intersected in only one hole, No. 45 which was drilled 300 m due east of the April Showing. However, five consecutive 

samples spanning the entire preserved 12.8 m thickness of the till were strongly anomalous in Au-Ag-As-Zn-Pb, and pebbles 

containing abundant As, Zn and Pb sulphides were observed in some of these samples. The bedrock intercepts obtained from 

the RC drill holes indicated that the April Trend is coincident with a previously unknown, 200-300 m wide package of 

biotite-bearing sediments whereas most of the drill area is underlain by basalt.  

  

The diamond drill hole on the Blue Road Porphyry, No. ND-18-006, was drilled vertically to a depth of 245 metres. It 

encountered the contact of the porphyry with the underlying volcanics at 120 m, indicating that the contact dips shallowly 

inward. Both the porphyry and volcanics were found to be pervasively sericitized and pyritized but the only mineralization of 

note in the porphyry was minor sphalerite and galena associated with late fractures. However, a 6 m section of the volcanics 

10 m below the porphyry averaged 0.11 gpt Au, 10.5 gpt Ag, 0.01% Cu, 0.57% Zn and 0.22% Pb. The Ag:Zn:Pb ratio in this 

zone is similar to that in the April Showing and till dispersal train but the Au content is much lower and As is absent.  

 

In April 2019, the Company drilled 11 additional RC holes, Nos. 52 to 62, along the April Trend within 500 m of the April 

Showing to define this segment of the trend in more detail prior to initiating diamond drilling. This infill drilling closed the 

spacing of the RC holes from 300 m to 150-200 m. Three of the eleven holes were drilled directly on the April Trend and all 

three intersected the expected biotitic sediments. The strong, thick, till-hosted Au-Ag-As-Zn-Pb anomaly that was previously 

intersected in Hole 45 was duplicated 150 m to the west in Hole 60. 

 

In August 2019, the Company completed six short diamond drill holes, APR-19-01 to 06, totaling 631 metres on two sections 

across the April Trend 150 and 600 m southeast of the April Showing. While nearby RC holes had intersected the fertile 

biotitic sediments, most of the diamond drill holes intersected infertile basalt  Importantly, however, Hole 06 intersected a 

graphitic mudstone horizon and, in the bottom 10 m of the hole, a volcaniclastic conglomerate unit containing angular 

fragments of both mudstone and volcanogenic sulphides including massive sphalerite (Zn sulphide). The presence of these 

strata was interpreted to indicate an Eskay Creek deposit model for the sulphide mineralization because the high-grade Au-

Ag ore at Eskay Creek, where the Au and Ag are similarly associated with As, Zn and Pb, is volcanogenic and hosted mainly 

by graphitic mudstone and volcaniclastic conglomerate. 

 

Q2 Activities 

 

The Company completed 15 additional RC holes, NRC20-63 to 77, and four diamond drill holes, APR20-07 to 10, totaling 

393.1 m on the Nechako Gold property during the three months ended April 30, 2020. The diamond drilling was performed 

consecutively to the RC drilling using the same drill rig. The RC holes were drilled vertically while the diamond drill holes 

were inclined at -45° to crosscut visibly mineralized, steeply dipping rock formations encountered in several of the RC drill 

holes. 

 

The RC drilling helped to both unravel the geology along the April Trend and verify the Eskay Creek volcanogenic model for 

the Au-Ag-As-Zn-Pb mineralization by showing that: (a) the biotitic rocks that were previously assumed to be 

metamorphosed sediments are actually hydrothermally altered basalts in which the primary pyroxene has been completely 

replaced by secondary biotite; (b) the main alteration zone is in the form of a tilted, horizontal (formerly vertical) pipe that 

originates in a mafic breccia horizon, crosscuts 500 m of overlying massive basalts and feeds into the mudstone-conglomerate 

horizon that was previously intersected in diamond drill hole APR19-06; (c) a second, mineralogically similar alteration zone 

is present within a stratigraphic “dome” on the mafic breccia horizon immediately up-ice from the strong, isolated Au-Ag-As-

Zn-Pb dispersal anomaly that was previously identified in the till in RC holes NRC18-45 and NRC19-60; and (d) the sulphide 

minerals in these biotitic alteration zones consist almost entirely of pyrite and pyrrhotite whereas the overlying zones of Au-

Ag-As-Zn-Pb mineralization contain pyrite, arsenopyrite, sphalerite and galena. 
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Summary of Exploration Activities (continued) 

 

Nechako Gold property (continued) 

 

Q2 Activities (continued) 

 

Diamond drill holes APR20-07 and 08 were drilled to test the mineralization at the top of the breccia dome. They 

encountered scattered but locally strong mineralization including 0.4 m of 3.92 g/t Au, 152 g/t Ag, 3.1% As, 4.9% Zn and 

0.07% Pb. Holes APR20-09 and 10 were drilled to test siliceous, arsenopyrite-bearing sediments that were intersected in 

reverse circulation hole NRC20-74 at the top of the main alteration pipe. The last hole, APR20-10, directly undercut the RC 

hole and intersected the most significant mineralization to date along the April Trend. A 7.1 m section within this new 

“Discovery Zone” returned 2.75 g/t Au, 40.2 g/t Ag, 1.18% As, 0.30% Zn and 0.28% Pb.  

 

More Creek property 

 

The More Creek property is located in the Golden Triangle mineral district in northwestern B.C.  It was acquired by staking 

in 2016, covers 6,430 hectares and is centered on a mountain known as Lawrence Peak. Sandstorm holds a 2% NSR on the 

property, of which the company can buy back 1% for $500,000. 

 

Previous work on the property focused on the Sinter Zone, an area of epithermal alteration that is exposed on a high ridge and 

hosted by Triassic volcanic rocks. Limited heavy mineral stream sediment sampling by the Company in 2016 identified 

anomalous concentrations of gold grains in a creek draining a previously unexplored area upstream from the Sinter Zone. 

Mapping, prospecting and silt, soil and rock sampling were performed along the creek valley in the 2017 field season, but no 

additional heavy mineral sampling was conducted to follow the gold grain anomaly upstream to its bedrock source.  

 

Q2 Activities 

 

The company did not perform any field work on the More Creek property during the three months ended April 30, 2020. 

 

Belle Claims (formerly part of JD property) 

 

In March 2017, the Company was served with a legal claim disputing the title of the Company’s Belle claims in the 

Toodoggone gold district of north-central B.C. The Company commenced arbitration, serving the claimants with a Statement 

of Defence on September 15, 2017.  In May 2018, the Company received the arbitrator’s decision in favour of the Company. 

 

Q2 Activities 

 

The Company did not perform any field work on the Belle Claims during the three months ended April 30, 2020.   

 

Other Properties 

 

The Company is continually reviewing data from and conducting technical due diligence investigations on other exploration 

projects with a view to acquiring additional properties. 

 

The scientific and technical content and interpretations contained in this MD&A have been reviewed, verified and approved 

by Stuart A. Averill, B.Sc. (Hons.), P.Geo. (APGO-0641, APEGNL-05465), a Director of the Company and Qualified Person 

as defined by NI 43-101, Standards of Disclosure for Mineral Projects. 
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Exploration and Evaluation Assets - Oil & Gas  

 

Poplar Winstar Strachan 

 

On December 4, 2006, the Company entered into an agreement with Poplar Point Energy Ltd. (“Poplar”), to participate in a 

Participation Agreement between Poplar and Winstar Resources Ltd. (“Winstar”), dated October 20, 2006, wherein Poplar 

agreed to participate in the Winstar Strachan 8-10-38-10 W5M well in the West Central area of Alberta. The Company paid 

$300,000 of the drilling, completion and tie in costs of the well to earn an equalization interest of 1.2366423%. Winstar sold 

its interest in the well to Crossbow Energy Partners Ltd, which sold its interest to Vermilion Energy Trust. 

 

During the year ended October 31, 2019, the Company entered into an agreement to return their 1.2367% interest in the 

Winstar Strachan 8-10-38-10 W5M well in the West Central area of Alberta to the operators for a final rehabilitation 

obligation payment of $2,748. 

 

 

Summary of Quarterly Results 

 

Quarter ended 

Revenue (interest 

income) 

Loss and 

comprehensive 

loss 

Basic and diluted 

loss per share 

Exploration and 

evaluation assets 

expenditures 

General and 

administrative 

expenses 

 $ $ $ $ $ 

April 30, 2020 612 (80,216) (0.00) 274,750 80,828 

January 31, 2020 234 (79,028) (0.00) 20,154 79,262 

October 31, 2019 15,307 (366,338) (0.00) 200,136 116,192 

July 31, 2019 236 (133,183) (0.00) 202,658 131,907 

April 30, 2019 971 (9,000) (0.00) 57,667 9,971 

January 31, 2019 1,452 (177,486) (0.00) 273,909 178,938 

October 31, 2018 1,941 (141,691) (0.00) 250,307 158,297 

July 31, 2018 4,107 (407,139) (0.00) 635,229 411,246 

 

Variances quarter over quarter can be explained as follows: 

• Given the general weather conditions and exploration season in British Columbia, the Company’s exploration and 

evaluation assets expenditures tend to be greater from May to November than in the rest of the year. 

 

 

Results of Operations – current quarter   

 

The following discussion should be read in conjunction with the accompanying Financial Statements and related notes.  For 

the three months ended April 30, 2020, the loss and comprehensive loss includes operating and administrative expenses of 

$80,828 (2019 - $9,971) and net other income of $612 (2019 - $971).  
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Results of Operations – current quarter (continued) 

 

The table below explains the significant changes in expenditures for the three months ended April 30, 2020 as compared to 

the corresponding three months ended April 30, 2019. 

 

Expenses Increase / Decrease in 

Expenses 

Explanation for Change  

 

Management fees  Increase of $15,000 Management fees include fees paid to the CEO, which 

were previously included in wages.   

Office and miscellaneous  Decrease of $14,887 Fees in the prior year included payments for office space, 

which is no longer being leased. 

Share-based payment  Increase of $90,983 Variation is due to timing of options vesting. 

Additionally, options were terminated in the prior period, 

which resulted in an adjustment to reflect the fair value of 

options not yet vested.   

 

 

Results of Operations – year-to-date   

 

The following discussion should be read in conjunction with the accompanying Financial Statements and related notes.  For 

the six months ended April 30, 2020, the loss and comprehensive loss includes operating and administrative expenses of 

$160,090 (2019 - $188,909) and net other income of $846  (2019 - $2,423).  

 

The table below explains the significant changes, not described above, in expenditures for the six months ended April 30, 

2020 as compared to the corresponding six months ended April 30, 2019. 

 

Expenses Increase / Decrease in 

Expenses 

Explanation for Change  

 

Consulting fees Decrease of $4,600 Decrease as the consultant is no longer used by the 

Company. 

Depreciation  Decrease of $8,642 Decrease as the Company disposed of equipment in the 

prior year. 

Legal fees Decrease of $8,478 The prior period included one-time legal fees for work 

done on Nechako. 

Transfer agent and filing fees  Decrease of $8,940 The prior period included fees paid for the OTC listing, 

which no longer exists.   

Travel and promotion  Decrease of $7,963 Decrease is a result of the Company minimizing its cash.   

Wages and benefits  Decrease of $65,910 Decrease resulted as the previous CEO’s fees were 

recorded as wages; the current CEO is paid a management 

fee.  

 

 

Liquidity, Financial Position and Capital Resources 

 

The Company has no known mineral resources and is not in commercial production on any of its properties, and accordingly 

the Company does not generate cash from operations.  The Company finances exploration activities by raising capital from 

equity markets from time to time.  
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Liquidity, Financial Position and Capital Resources (continued) 

 

The Company’s liquidity and capital resources are as follows: 

 

 April 30, 2020 October 31, 2019 

 $ $ 

Cash  416,663 121,725 

Receivables 12,880 650,174 

Prepaid expenses 9,628 8,100 

Total current assets 439,171 779,999 

Accounts payables and accrued liabilities 125,031 66,061 

Working capital 314,140 713,938 

 

The change in cash during the six months ended April 30, 2020 consisted of the use of cash to fund operating activities of 

$106,228 (2019 - $153,894) and the receipt of (use of) cash from investing activities of $401,166 (2019 - $(282,911)), due to 

the receipt of the BC mining exploration tax credit of $621,854 (2019 - $nil), which was offset by exploration and evaluation 

assets expenditures of $220,688 (2019 - $266,911) and exploration advance of $nil (2019 - $16,000).  The primary focus of 

the exploration and evaluation assets expenditures was for exploration on the Nechako Gold property.  The financing activity 

for the six months ended April 30, 2020 provided proceeds of $nil (2019 - $286,000) for share subscriptions received in 

advance of a financing. 

 

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

additional funding will be available to it for further exploration and development of its properties or to enable it to fulfill its 

obligations under any applicable agreements. Failure to obtain such additional financing could result in delay or indefinite 

postponement of further exploration and development of the Company’s properties and the possible loss of title to such 

properties. The ability of the Company to continue as a going concern and realize the carrying value of its resource properties 

is dependent upon the continued financial support from related parties, the ability of the Company to raise equity financing to 

continue exploration and development activities or contract out further work with joint venture partners, the discovery of 

economically recoverable reserves, and upon future profitable operations or proceeds from disposition of resource properties. 

These uncertainties may cast significant doubt as to the ability of the Company to continue as a going concern. 

 

 

Related Party Transactions 

 

During the six months ended April 30, 2020, the Company engaged in the following transactions with related parties (key 

management), not disclosed elsewhere in this MD&A: 

a) Management fees of $45,000 (2019 - $7,500) were paid to Joe Dhami, the President, CEO and director of the 

Company. 

b) Management fees, included in wages and benefits, of $nil (2019 - $62,692) were paid to Garett Macdonald, the 

former President, CEO and director of the Company. 

c) Accounting fees of $12,000 (2019 - $12,000) were paid to Lesia Burianyk, the CFO of the Company. 

 

Summary of key management personnel compensation (including officers and directors) for the six months ended April 30, 2020 

and 2019: 

 

  2020 2019 

 $ $ 

Accounting fees 12,000  12,000  

Management fees 45,000 7,500 

Share-based compensation 47,214  34,172  

Wages and benefits -  62,692  

  104,214 116,364 
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Related Party Transactions (continued) 

 

Amounts owing to related parties (including key management personnel) included in accounts payable and accrued liabilities 

total $9,975 (October 31, 2019 - $nil). 

 

Key management personnel are those persons having authority and responsibility for planning, directing and controlling the 

activities of the Company, directly or indirectly, including directors (executive and non-executive) of the Company. 

 

 

Off-Balance Sheet Transactions 

 

The Company does not have any off-balance sheet arrangements as at April 30, 2020 or as of the date of this report. 

 

 

Risks and Uncertainties 

 

The main risks that can affect the Company include operational risks, changes in commodity and equity prices, and 

government regulation. 

 

Operational 

 

The Company is focused on mineral exploration of its Rabbit North, More Creek and Nechako Gold properties located in 

British Columbia. The mineral exploration business is speculative and involves a high degree of risk. 

  

There can be no assurance that the Company’s exploration activities will be successful as few properties that are explored are 

ultimately developed into producing mines. It is impossible to ensure that the current exploration programs being carried out 

or planned by the Company will result in a profitable commercial mining operation. At present, none of the Company’s 

properties has a known body of commercial ore and any proposed exploration programs are an exploratory search for ore. 

 

In addition to the risk that no economic body of ore exists on its properties, the Company is subject to an extensive array of 

other economic, political and technical risks in exploring and developing its exploration and evaluation assets, including, 

without limitation, volatile stock and currency markets, fluctuations in metals prices, competition, changing government 

regulations, title issues, undercapitalization, the potential for delays in exploration, the potential for unexpected costs and 

expenses, accidents, the availability of key personnel and political instability. Since the Company has no revenues, the 

acquisition and development of its properties depends upon its ability to obtain financing through private placement 

financings, public financings, the joint venturing of projects or other means. There can be no assurance that the Company will 

be successful in obtaining the required financings. 

 

Management of industry risk 

 

The Company is engaged primarily in mineral exploration and manages related industry risk issues directly. The Company’s 

mineral exploration activities expose it to potential environmental liability risk. It is management’s policy to review 

environmental compliance and exposure on an ongoing basis. The Company follows industry standards and specific project 

environmental requirements. The Company is currently in the exploration stage on its property interests and has not 

determined whether significant site recovery costs will be required.  Management is not aware of and does not anticipate any 

significant environmental remediation costs or liabilities in respect of its current operations. 

 

Commodity and equity prices 

 

The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is defined as the 

potential adverse impact on the Company’s earnings due to movements in individual equity prices or general movements in 

the level of the stock market. Commodity price risk is defined as the potential adverse impact on earnings and economic 

value due to commodity price movements and volatilities. The Company closely monitors commodity prices of gold and 

other precious and base metals, individual equity movements, and the stock market to determine the appropriate course of 

action to be taken by the Company. Fluctuations in pricing may be significant.  
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Risks and Uncertainties (continued) 

 

Government regulation 

 

The Company’s operations may be adversely affected by changes in governmental policies or other economic developments 

which are not within the control of the Company including a change in taxation policies, economic sanctions, and currency 

control. The Company is subject to various laws governing exploration, development, production, taxes, labour standards and 

occupational health, toxic substances, land use, water use, land claims of local people and other matters. No assurance can be 

given that new rules and regulations will not be enacted or that existing rules and regulations will not be applied in a manner 

which could increase the cost of operations. 

 

Health crises  

 

The Company’s business and operations could be adversely affected by the outbreak of an epidemic or a pandemic or other 

health crises, including the recent outbreak of COVID-19.  On January 30, 2020, the World Health Organization declared the 

outbreak a global health emergency.  Global government actions, along with market uncertainty could cause an economic 

slowdown resulting in a decrease in the demand for metals and have a negative impact on metal prices, as well as possible 

disruptions to global supply chains.  While these effects are expected to be temporary, the duration of the business disruptions 

internationally and related financial impact cannot be reasonably estimated at this time.  

 

 

Critical Accounting Estimates 

 

The preparation of financial statements in conformity with IFRS requires management to make certain estimates, judgments 

and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the 

reported revenues and expenses during the period. 

 

Although management uses historical experience and its best knowledge of the amounts, events or actions to form the basis 

for judgments and estimates, actual results may differ from these estimates. 

 

Critical judgment exercised relates primarily to the application of the going concern basis of preparation. 

 

Information about assumptions and estimation uncertainties that have a significant risk of resulting in material adjustments 

are as follows: 

 

Economic recoverability and probability of future economic benefits of exploration and evaluation assets 

 

Management has determined that exploration, evaluation, and related costs incurred which were capitalized may have future 

economic benefits and may be economically recoverable. Management uses several criteria in its assessment of economic 

recoverability and probability of future economic benefits, including geologic and other technical information, a history of 

conversion of mineral deposits with similar characteristics to its own properties to proven and probable mineral reserves, the 

quality and capacity of existing infrastructure facilities, evaluation of permitting and environmental issues and local support 

for the project. 

 

Valuation of share-based compensation 

 

The Company uses the Black-Scholes option pricing model for valuation of share-based compensation. Option pricing 

models require the input of subjective assumptions including expected price volatility, interest rate, and forfeiture rate. 

Changes in the input assumptions can materially affect the fair value estimate and the Company’s earnings and equity 

reserves. 
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New or Revised Accounting Standards Adopted 

 

The following standards and amendments to existing standards have been adopted by the Company effective November 1, 

2019: 

 

IFRS 16 – Leases 

 

This standard sets out the principles for recognition, measurement, presentation, and disclosure of leases including guidance 

for both parties to a contract, the lessee and the lessor.  It eliminates the classification of leases as either operating or finance 

leases as is required by IAS 17 and instead introduces a single lessee accounting model. 

 

There was no impact on the condensed interim financial statements as a result of adopting this standard as the Company has 

not entered into any contracts that contain a lease. 

 

 

Financial Instruments and Management of Financial Risk 

 

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according to the 

relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy are: 

 

• Level 1  –  Unadjusted quoted prices in active markets for identical assets or liabilities; 

• Level 2 –  Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; and 

• Level 3  –  Inputs that are not based on observable market data. 

 

The Company’s financial instruments consist of cash, receivables, reclamation bonds, and accounts payable and accrued 

liabilities.  The fair value of these financial instruments approximates their carrying values.  Cash is measured at fair value 

using level 1 inputs. 

 

The Company is exposed to a variety of financial risks by virtue of its activities including credit, liquidity, interest rate, 

foreign currency and price risk. 

 

Credit risk  

 

The Company is exposed to industry credit risks arising from its cash holdings and receivables. The Company manages credit 

risk by placing cash with major Canadian financial institutions. The Company’s receivables are primarily due from a 

government agency.  Management believes that credit risk related to these amounts is nominal. 

 

Liquidity risk  
 

Liquidity risk is the risk that the Company will not have sufficient funds to meet its financial obligations when they are due. 

To manage liquidity risk, the Company reviews additional sources of capital and financing to continue its operations and 

discharge its commitments.  The Company is exposed to liquidity risk. 

 

Interest rate risk  

 

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes 

in market interest rates.  As of April 30, 2020, the Company held demand deposits with a face value of $68,000.  A change in 

interest rates of 1% would change income by $680 per annum.  

 

Foreign currency risk  

 

The Company is not significantly exposed to foreign currency risk on fluctuations related to items that are denominated in a 

foreign currency.   
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Financial Instruments and Management of Financial Risk (continued) 

 

Price risk  

 

The Company has limited exposure to price risk with respect to commodity and equity prices. Equity price risk is defined as 

the potential adverse impact on the Company’s earnings due to movements in individual equity prices or general movements 

in the level of the stock market. Commodity price risk is defined as the potential adverse impact on earnings and economic 

value due to commodity price movements and volatilities.  

 

Other risks 

 

The Company will need additional funding to complete its short and long term objectives. The ability of the Company to 

raise such financing in the future will depend on the prevailing market conditions, as well as the business performance of the 

Company. Current global financial conditions have been subject to increased volatility as a result of which access to public 

financing has been negatively impacted. There can be no assurances that the Company will be successful in its efforts to raise 

additional financing on terms satisfactory to the Company. The market price of the Company’s shares at any given point in 

time may not accurately reflect value. If adequate funds are not available or not available on acceptable terms, the Company 

may not be able to take advantage of opportunities, to develop new projects or to otherwise respond to competitive pressures. 

 

The Company is dependent upon the services of key executives, including the Chief Executive Officer.  Certain directors and 

officers of the Company also serve as directors and/or officers of other companies involved in mineral exploration and 

development and, consequently, there exists the possibility for such directors and officers to be in a position of conflict. 

 

 

Subsequent Events 

 

Subsequent to April 30, 2020, the Company issued 8,367,732 units, for proceeds of $502,064, pursuant to a private 

placement.  Each unit was comprised of one common share and one share purchase warrant, which will entitle the holder of 

each whole warrant to acquire an additional common share of the Company at a price of $0.10 per common share, for a 

period of 24 months from the date of issue.  Finders’ fees of $8,260 were paid in connection with this financing. 

 

 

Disclosure of Data for Outstanding Common Shares, Options and Warrants 

 

Authorized and issued capital stock as at the date of this report 

 

Authorized:  Unlimited common shares without par value  

 

Issued and Outstanding:  113,435,167 common shares  

 

(i)  Warrants  

 

The following warrants were outstanding and exercisable as at the date of this report: 

Exercise  Number 

Outstanding  Expiry Date Price 

$     

0.10  6,250,000   May 8, 2021 

0.22  12,700,183   April 6, 2022 

0.22  172,413   May 1, 2022 

0.10  8,367,732   June 24, 2022 

0.22  250,000   January 16, 2023 

0.0375  312,500   December 31, 2023 

  28,052,828    
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Disclosure of Data for Outstanding Common Shares, Options and Warrants (continued) 

 

(ii)  Options  

 

The following options were outstanding and exercisable as at the date of this report: 

 

Exercise  
Number 

Outstanding 

 Number 

Exercisable 

 

Expiry Date Price   

$       

0.09  200,000   200,000   August 23, 2021 

0.13  575,000   575,000   September 16, 2021 

0.16  100,000   100,000   February 6, 2022 

0.16  175,000   175,000   September 28, 2022 

0.125  1,050,000   1,050,000   May 2, 2023 

0.055  3,450,000   1,150,000   July 29, 2024 

  5,550,000   3,250,000    

 

 

Other MD&A Requirements 

 

Additional information relating to the Company may be found on or in: 

  

• SEDAR at www.sedar.com;  

• the Company’s website at www.towerresources.ca;  

• the Company’s audited financial statements for the year ended October 31, 2019; and 

• the Company’s condensed interim financial statements for the six months ended April 30, 2020. 

 

 

Approval 

 

The Board of Directors of the Company has approved the disclosure contained in this Management’s Discussion and 

Analysis.  

 

On Behalf of the Board of Directors, 

 

/s/ “Joe Dhami” 

 

Director 

June 26, 2020 

 

http://www.sedar.com/

