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INTRODUCTION 
 
This Management Discussion and Analysis (“MD&A”) should be read in conjunction with the annual financial 
statements of Canstar Resources Inc. (the “Company” or “Canstar”) for the year ended June 30, 2017, and the 
annual financial statements for the year ended June 30, 2016 and related notes. The Company’s reporting currency 
is the Canadian dollar and all amounts in this MD&A are expressed in Canadian dollars. This MD&A is made as of 
October 13, 2017. 

Additional information relating to the Company is on the System for Electronic Document Analysis and Retrieval (SEDAR) 
at www.sedar.com and on the Company’s website at www.canstarresources.com. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION 

Except for statements of historical fact relating to the Company, certain information contained in this MD&A constitutes 
“forward-looking information” under Canadian securities legislation. Forward-looking information includes, but is not 
limited to, statements with respect to the potential of the Company’s properties; the future prices of base and precious 
metals; success of exploration activities; cost and timing of future exploration and development; the estimation of mineral 
reserves and mineral resources; conclusions of economic evaluations; requirements for additional capital; and other 
statements relating to the financial and business prospects of the Company. 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 statements that certain actions, events or results “may”, “could”, ”would”, “might” or “will be taken”, 
“occur” or “be achieved”. 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, and is inherently subject to known and unknown risks, uncertainties 
and other factors that may cause the actual results, level of activity, performance or achievements of the Company to be 
materially different from those expressed or implied by such forward-looking information, including but not limited to 
risks related to: unexpected events and delays during permitting; the possibility that future exploration results will not be 
consistent with the Company’s expectations; timing and availability of external financing on acceptable terms and in light 
of the current decline in global liquidity and credit availability; uncertainty of inferred mineral resources; future prices of 
base and precious metals; currency exchange rates; government regulation of mining operations; failure of equipment or 
processes to operate as anticipated; risks inherent in base and precious metals exploration and development including 
environmental hazards, industrial accidents, unusual or unexpected geological formations; and uncertain political and 
economic environments. Although management of the Company has attempted to identify important factors that could 
cause actual results to differ materially from those contained in forward-looking information, there may be other factors 
that cause results not to be as anticipated, estimated or intended. There can be no assurance that such statements will 
prove to be accurate, as actual results and future events could differ materially from those anticipated in such statements. 
Accordingly, readers should not place undue reliance on forward-looking information. The Company does not undertake 
to update any forward-looking information, except in accordance with applicable securities laws. 

DESCRIPTION OF THE BUSINESS 

The Company is a junior resource company focused primarily on the acquisition, exploration and development of mineral 
properties located in Canada.  The shares of the Company began trading on the TSX Venture Exchange under the 
symbol “ROX” on April 8, 2005. The Company is a reporting issuer in the provinces of Ontario, Alberta and British 
Columbia. 

 



The following table contains a brief description of the Company’s core properties held in fiscal 2017, which are or were 
the primary focus of the Company’s exploration initiatives. Further details with respect to the core properties are also 
provided in this document under the section entitled “Overall Performance”. 

Description of Core Property 

 

Ownership Interest 
Target Mineralization 

The Mary March Property, 
comprised of 92 staked claims, 5 
licenses, 1 lease and 2 patented 
lots, totaling 4,129 hectares, 
located approximately 20 
kilometres east of the past 
producing Buchans mine, near 
Buchans Junction, Newfoundland. 

Zinc-silver-lead-copper-gold A 56% interest and right of first refusal on the 
remaining 44% interest held by Glencore plc, 
the Company’s joint venture partner. (1). The 
Company is the operator. 

 

The Mary March Extension Property 
(formerly the XMET Option 
Property) was acquired on April 7, 
2009 and is comprised of 34 claims 
staked in two contiguous blocks. 
The property is located immediately 
west and north of the Mary March 
property and may cover the 
extension of the geological horizon 
hosting the Mary March base and 
precious metal mineralization. 

Zinc-silver-lead copper-gold The 34 claims acquired by staking on April 7, 
2009 are 100% owned by the Company, and 
not part of the Glencore joint venture.  

 

The Slate Bay Property, comprised 
of 8 contiguous patented claims 
covering 128 hectares, located 
approximately 10 kilometres north 
of the town of Red Lake, Ontario, 
within the Red Lake greenstone 
belt. 

Copper-gold-silver A 75% earned interest in the property pursuant 
to an option and joint venture participation 
agreement entered into with Luxor Enterprises 
Inc. (Luxor) on February 4, 2002. 

 

The Kenora Gold Project, made up 
of 31 mining claim blocks 
comprised of 283 units for an area 
of 6,182 hectares. The property is 
located 20 kilometres east of the 
Town of Kenora. 

Gold Pursuant to an option agreement dated March 
2, 2014, the Company earned a 100% interest 
by making cash payments of $18,200 (paid in 
2014 and 2015) and issuing 200,000 common 
shares (issued in 2016 and valued at $8,000). 

 
Notes: 

(1) The Company is required to make a cash payment of $2,000,000 within six months of commercial production. The Company’s interest is also 
subject to a 1% NSR royalty due upon commencement of commercial production. 

 
 
 
 



The Company also has a single non-core property, identified in the table below.  
 

Description of Property Target Ownership Interest 

The Miminiska Property, comprised of three contiguous, 
unpatented mineral claims totaling 44 claim units, located 
approximately 100 kilometres east of Pickle Lake, Ontario. 

Gold 100% owned 

 

An investment in the securities of the Company is highly speculative and involves numerous and significant risks and 
should be undertaken only by investors whose financial resources are sufficient to enable them to assume such risks 
and who have no need for immediate liquidity in their investment. Prospective investors should carefully consider the 
risk factors described below. 

OVERALL PERFORMANCE 

The Company is currently engaged in mineral exploration in Canada. The Company’s exploration activities are at an early 
stage, and it has not yet been determined whether its properties contain recoverable ore. As a result, the Company has 
no current sources of revenue other than interest earned on cash, short-term investments and money market instruments, 
all of which were derived from issuances of share capital. There are no known deposits of minerals on any of the mineral 
exploration properties of the Company and any activities of the Company thereon will constitute exploratory searches for 
minerals. 

Trends 

 Although the economic crisis which faced the financial sector in 2008 and 2009 has improved, the Company 
remains cautious in case the economic factors that have impacted the mining industry deteriorate even 
further. 

 There are significant uncertainties regarding the prices of precious and base metals and other minerals and 
the limited availability of equity financing for the purposes of mineral exploration and development; 

 The Company’s future performance is largely tied to the outcome of future drilling results and the overall 
financial markets; and  

 Current financial markets are likely to be volatile in Canada for the remainder of calendar 2016, reflecting 
ongoing concerns about the stability of the global economy. As well, concern about global growth may lead 
to further drops in the commodity markets. Uncertainty in the credit markets has also led to increased 
difficulties in borrowing/raising funds. Companies worldwide have been negatively affected by these trends. 
As a result, the Company may have difficulties raising equity financing for the purposes of base and precious 
metals exploration and development, particularly without excessively diluting the interest of current 
shareholders of the Company. 

These trends may limit the Company’s ability to discover and develop an economically viable mineral deposit. 

The Mary March Property 

The Company earned a 50% interest in the property. The Company has earned this 50% interest in the Mary March property by 
incurring $755,000 of property expenditures and issuing 100,000 common shares valued at $16,000 and 100,000 warrants 
valued at $8,600. The Company is also required to make a cash payment of $2,000,000 within six months of commercial 
production. The Company’s interest is also subject to a 1% NSR royalty due upon commencement of commercial production. 
The remaining 50% interest in the property is held by Glencore, on which the Company maintains a right of first refusal.  For 
exploration expenditures during 2013, 2014, 2015 and 2016, Glencore was subject to a voluntary reduction due to non-
participation of these exploration programs. Canstar now holds a 56% interest in the joint venture and Glencore holds a 44% 
interest. 

The Mary March Property is comprised of 92 staked claims, 5 licenses, 1 lease and 2 patented lots totaling 4,129 hectares 
and is located approximately 20 kilometres east of the past producing Buchans mine, near Buchans Junction, 
Newfoundland. High grade Cu-Pb-Zn-Ag-Au massive sulphides of economic significance were discovered on the Mary 
March Property by Phelps in 1999, but the core discovery areas of the property had been dormant since August 2000.  

 



The Company resumed exploration on the property in 2012, completing a 2,320 meter drilling program, where semi-
massive and massive sulphides were intersected in four holes MM-12-21, MM-12-23, MM-13-27, and MM-13-28. These 
results were followed up in Fall of 2013 by completing a 1,146 meter drilling program, where additional massive sulphides 
and stockwork mineralization was encountered in all three completed drillholes. The Company recently completed an 
additional drilling program. 

Mary March Property can be divided into two primary areas of exploration based on historic exploration as defined by 
areas where mineralization occurs and is separated by geological formations.  To date, the Company defines the Mary 
March target and the Nancy April target as distinct areas and are separated by 400 meter distance between rock 
formations.  MM13-29 and MM13-30 were designed to target the Mary March targets, and MM13-31 was designed to test 
the Nancy April target.  Each area is described in the following sections. 

Mary March Zone 
 
As part of the Company’s exploration program, a number of targets were identified using geophysics. These targets were 
drill tested in August-September of 2014 with the extension of MM13-30 and a new hole, MM14-32. Highlights include: 

 
• Borehole MM14-32 intercepted 11.5 meters 1.2% zinc, 0.2% lead, 1.8 g/t silver, 0.2 g/t gold from 431.5 to 

443 meters 
- Including an interval of 3.6 meters grading 2.7% zinc, 0.1% copper, 2.4 g/t silver and 0.1 g/t gold nested 

in the above intercept from 435.9 to 439.5 meters. 
 

The results of this drilling is tabulated below: 

BHID From  To Length Zn% Cu% Pb% 
Ag 

ppm 
Au 

ppm 
MM14-32 399.68 407 7.32 0.21 0.06 0.01 1.4 0.05

including... 399.68 402 2.32 0.33 0.05 0.02 1.35 0.07

MM14-32 410.39 416.19 5.8 0.43 0.08 0.02 3.45 0.13

including... 411.64 414.47 2.83 0.54 0.14 0.02 5.08 0.17

MM14-32 431.5 443 11.5 1.18 0.16 0.04 1.77 0.12

including... 434.5 441.1 6.6 1.84 0.13 0.06 1.88 0.09

including... 435.9 439.47 3.57 2.73 0.03 0.1 2.39 0.11

Nancy April Zone 
 
A key development to the drilling results reports in Q2 2014 was the confirmation of the existence of a continuous 
stockwork zone formed by hydrothermal processes that are conducive to the development of volcanogenic massive 
sulphide (VMS) deposits.  The Company conducted a geophysical survey in the summer of 2014 to follow up on these 
results. An induced polarization (“IP”) survey was conducted to ascertain whether the stockwork zone manifests a 
chargeable geophysical response, and how this response might continue spatially.  The results of this survey outlined a 
number of chargeable anomalies including a linear coincident with known stockwork mineralization.  Figure 2 shows the 
chargeability map over the Nancy April area.   
 
 
 
 



The Company tested several of these targets in September 2014 with a 4-hole drilling program with an additional extension 
of an existing hole drilled in 2013, totaling 1724 meters.  Three of the four holes intersected mineralization. Highlights 
include: 
 

• Borehole MM14-33 intersected 5.33 meters 1.2% copper , 0.2% zinc, 4.9 g/t silver, 0.4 g/t gold from 66.5 to 
71.8 meters 
-  Including an interval of 2.3 meters grading 2.5% copper, 0.1% zinc, 8.6 g/t silver and 0.7 g/t gold nested 

in the above intercept from 69.5 to 71.8 meters.  
• Borehole MM14-33 returned 93.7 meters of 1.0% zinc, 0.2% lead, and 2.9 g/t silver in stockwork sulphides 

- Including an interval of 10.2 meters of 3.4% zinc, 0.1% copper, 7.1 g/t silver and 0.3 g/t gold 
 

In addition to MM14-32, diamond drill hole MM13-30 (see News Release dated January 21, 2014) was extended as part 
of this program in order to test a geophysical anomaly that was identified near the end of this hole. The extended hole 
encountered significant pyrite mineralization, however, assays did not return any significant results. 
 
The remaining 3 holes reported were designed to test an extensive IP anomaly that is coincident with the Nancy April 
Horizon. The Nancy April deposit lies approximately 500 meters west of the Mary March deposit and was discovered in 
1999 by Phelps. Phelps' discovery hole intersected 6.8 meters of 1.5% zinc, 0.8% copper and 0.6% lead. Geochemical 
work and re-logging on historic drill core completed by the Company in summer of 2013 noted strong alteration with minor 
mineralization downhole of Nancy April intersect and it was hypothesized that a footwall zone to a larger system may be 
present in the area. Drilling in Fall 2013 confirmed these results. The latest results are tabulated below: 
 
 
 
 

Kenora Property 

The Kenora Gold Project represents four separate properties made up of 283 units for an area of 6,182 hectares. The 
properties are situated in the Wabigoon sub-province, and located approximately 20 km east of the Town of Kenora. 
 
Results of the August 2016 mapping and geophysical induced polarization (“IP”) program confirms that several of these 
anomalies are associated with gold showings including the chief prospect on the Aviator trend known as the Ace Showing. 
The drill program will focus on further testing the efficacy of the IP results as a benchmark for future exploration on the 
project, as well as test some of the key zones identified though mapping and prospecting. 
 

BHID From  To Length Zn% Cu% Pb% 
Ag 

ppm 
Au 

ppm 
MM14-33 66.46 71.79 5.33 1.21 0.03 0.15 4.85 0.35

including... 69.54 71.79 2.25 2.49 0.03 0.1 8.64 0.72

MM14-33 128.66 129.58 0.92 0.03 2.09 1.8 19.96 0.46

MM14-33 200.88 294.54 93.67 0.05 0.15 1 2.92 0.03

including... 237 247.17 10.17 0.12 0.01 3.36 7.13 0.03

MM14-34 383.58 390.89 7.31 0.05 0.17 0.28 8.8 0.08

MM14-35 61.4 68.39 6.99 0.08 0.02 0.05 10.07 0.23



The 
Figure 3. Colour contoured chargeability map for induced polarization survey showing observed trends 

 

 

 

 


