ZincX Resources Corp.

(formerly Canada Zinc Metals Corp.)
Interim MD&A - Quarterly Highlights
For the six months ended December 31, 2018 and 2017

The Quarterly Highlights dfincX Resources Corp. (the “Company” or “ZincX”) provide a summary of the
activities, results of operations and financial dition of the Company as at and for the six morghded
December 31, 2018. The Quarterly Highlights havenbgrepared by management as of February 15, 2019
and should be read in conjunction with the condeéremsolidated interim financial statements andteel
notes thereto of the Company for the six monthedrdkecember 31, 2018 and 2017, the audited comsetd
financial statements and related notes theretbefCtompany for the years ended June 30, 2018 ahid 20
which were prepared in accordance with Internati®imeancial Reporting Standards (“IFRS”), and thewal
Management Discussion and Analysis (“MD&A”) of te®mpany prepared by management as of October
23, 2018.

The Company is presently a Tier 1 venture issuethermSX Venture Exchange (“TSX-V"). Effective May
7, 2018, the Company changed its name from Canaua Metals Corp. to ZincX Resources Corp. and
commenced trading its shares on the TSX-V undenéitename and symbol ZNX.

The Company operates in one business segmentbéirad the exploration and development of mineral
properties in British Columbia, Canada.

The Company’s flagship Akie Project is host to @ardiac Creek deposit. The Company holds a 100%
interest in the Akie Property, which is located rpmately 260 kilometers north-northwest of theviboof
Mackenzie in northeastern British Columbia.

The Akie zinc-lead-silver property is situated witlthe Kechika Trough, the southernmost extensidihe
regionally extensive Paleozoic Selwyn Basin, onthefmost prolific sedimentary basins in the wdddthe
occurrence of sedimentary exhalative (SEDEX) zewdlsilver deposits and stratiform barite deposits.
Drilling on the Akie property by the Company sir@05 has identified a significant body of barithrizinc-
lead-silver SEDEX mineralization known as the CacdCreek deposit. The deposit is hosted by siliseou
carbonaceous, fine-grained clastic rocks of thedido Late Devonian Gunsteel Formation.

The Company updated the estimate of mineral ressuat Cardiac Creek in early 2018, which is presknt
below:
ESTIMATE OF MINERAL RESOURCES—CARDIAC CREEK DEPOSIT

5% zinc cut-off grade Contained metal
C Tonnes Zn (B
ategory (million) Zn (%) Pb (%) Ag (g/t) Ibs) Pb (Blbs) | Ag (M oz)
Indicated 22.7 8.32 161 14.1 4.162 0.804 10.3
Inferred 7.5 7.04 1.24 12.0 1.169 0.205 2.9

Note: Mineral resources are not mineral reserveause the economic viability has not been demaestra

The updated mineral resource estimate was prepgrBdbert Sim, P.Geo with the assistance of Bruad@s)
FAusIMM. Mr. Sim is an independent Qualified Persathin the meaning of NI 43-101 for the purposés o
mineral resource estimates and was responsiblené2008 maiden resource and the 2012 and the 2016
updated mineral resource estimates.

The updated mineral resource estimate and thetsesfud Preliminary Economic Assessment (“PEA”) for
the Cardiac Creek deposit were filed in a repotitled "NI 43-101 Technical Report Akie Project British
Columbia, Canadawith an effective date of June 20, 2018 and redate of August 1, 2018. The report
can be found under the Company's profile at wwwase@dm and on the Company's website,
WWW.zincxresources.com.
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The Kechika Regional Project consists of 10 praseiticluding the Pie, Yuen, Cirque East and Mtogkc
properties extending northwest from the Akie propésr approximately 140 kilometres along the stri
the highly prospective Gunsteel Formation shale; rtrain host rock for known SEDEX zinc-lead-silver
deposits in the Kechika Trough of northeasterni@riColumbia.

The Pie, Yuen, Cirque East properties (known as‘HEie Properties”) are the subject of a joint veatu
arrangement with Teck Resources Limited (“Teckdl &s JV partner, Korea Zinc Co., Ltd. ("Korea Zinc
to jointly explore the Pie Properties on a 49%-5alit venture basis, with Teck acting as the operateck
and Korea Zinc acquired 51% interest in the Pig@niies by incurring cumulative aggregate explorati
expenditures of $3,500,000 to December 31, 2017.

Overall performance

Significant events and operating highlights for shemonths ended December 31, 2018 and up toateead
these MD&A:

e Preliminary Economic Assessment (PEA)

In June 2018 the Company announced the completiarP&A authored by JDS Energy & Mining Inc.
of Vancouver, B.C. and in August 2018 filed a tachhreport on SEDAR and prepared in accordance
with NI 43-101 Standards for its 100-per-cent-owaett-lead-silver Cardiac Creek deposit located on
the Akie property in northeast British Columbia,n@da.

The PEA indicates that the Akie project is potdhtiaconomic and technically feasible. Management
considers its completion a significant step in amiag the Cardiac Creek deposit to a production
decision. The positive results outlined in the Pd&onstrate a robust, stand-alone base metal projec
with a large and potentially growing resource bes@plete with all-season access, good rail and road
infrastructure, and amenable to conventional miing milling practices common to similar projects.
This project has significant exposure to zinc gittemalmost 10 to 1 zinc to lead ratio in payabétah
production over life of mine.

The PEA envisions a conventional underground mind eoncentrator operation with a small
environmental footprint measuring approximately [&€ctares in size upon start-up, expanding to
approximately 35 hectares at closure. The minehaie an average production rate of 4,000 tonnes pe
day (tpd) principally from long-hole stoping. Muoh the waste rock and majority of the mill tailings
will be placed back underground as cemented backfie rest of filtered tailings will be stackedan
surface filtered tailings facility, located neaethill. The mine will have an 18-year life with patial

to extend the life-of-mine through resource expamsi

Economic Highlights of the PEA include:

e Estimated pre-tax NPM, of $649M ($401M after-tax)

» Estimated pre-ta85% IRR (27% after-tax)

» Estimated pre-ta.6 year payback(3.2 year payback after-tax)

» PEA contemplates 4,000 tonne per dayunderground mine ar2/000 tonne per dayoncentrator
with an18-yearmine life

» Total mine production a25.8 million tonnesof which 19.7 million tonnesare processed

¢ Initial CAPEX (excluding contingency) estimateds266.7M;total of $302.3Mincluding$45.7M
in contingency

» Payable metal production over life-of-mine8i268M Ibs of zinc& 362M lbs of lead
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» Average annual production @78M lbs of payable zincand20M Ibs of payable leadat an all-in
operating cost 0$102.38/tonnamilled

» Total payable metal LOM i$3,960M;or $201/tonne milled

» Saleable zinc and lead concentrates wilpenalty elementgclean concentratg

e There are no net smelter royalties ow@th(NSR)

»  Opportunities for continued refinementthrough additional studies including upgradinglead
silver recoveries and reducing operating costs

» The Cardiac Creek deposit remagpen at depthwith potential tancrease mine life

* The Akie and Kechika Regional projects combineterdafistrict-scale potential for new
discoveries

The Company will be working closely with its minimgnsultants and advisers to plot a course forniard
the most cost-effective and efficient developménihe Cardiac Creek deposit. The Company anticgpeatere

detailed engineering assessments leading to agsibiiity study. Mike Makarenko P.Eng, JDS Energg a
Mining, is the designated Qualified Person as defihy National Instrument 43-101 and is responditiie
the PEA technical information contained in this dioent.

e 2018 Akie drilling program

In early September 2018, the Company conclude2Dit8 drilling program that commenced in June 2@L18.
total of 5 drill holes were successfully drilled several property targets comprising 2,013 metfeaonond
drilling.

2018 drill program highlights:

» First-ever drill test of the massive Sitka bariteface showing where previous channel
sampling in 2013 returned high-grade zinc-leadyasssults. The drilling has traced sphalerite-
bearing vein mineralisation approximately 100 metoelow surface. The best interval from
hole DDH A-18-144 returned 3.7% Zn over a widtl 80 metres from a downhole depth of
168.1 to 171.5 metres, including 11.1 % Zn overlidtlwof 0.9 metres. A lower interval from
hole DDH A-18-145 from 196.7 to 201.8 metres retar3.8% Zn over a width of 5.1 metres,
including 11.3% Zn over 1.0 meter.

» Dirill test of the southeastern strike extent of@adiac Creek deposit beyond the current limits
of the resource model. Drilling encountered a thingkorid zone of distal/proximal facies
mineralisation from 280 metres to 448 metres thiatrned scattered anomalous Zn values. The
interval from 507.94 to 514.98 metres returned aialues reaching 0.53% and averaging
0.31% Zn over an apparent width of 7.04 metres.

» Dirill test of the down dip extent of the north leaxhe target where previous drilling intersected
extensive intervals of bedded pyrite mineralizativghly anomalous in zinc and leadhe
hole returned anomalous zinc values ranging frob%0to 0.43% Zn in numerous intervals
over a combined thickness of 125 metres from a thaendepth of 300 to 483 metres.

» Drill test of the projected Sitka mineralized targpproximately 400 metres to the southeast of
the Sitka showing. Quartz veining is present withia faulted contact between the Road River
Group and the Kwadacha limestone that is similgh&omineralized veins observed in holes
A-18-144 and A-18-145. The vein/fault zone hostatlvered sphalerite and visible seams of
galena. Notable zinc results were intersected @238 metres from 94.86 to 107.84 metres
that returned 1.1% Zn including 3.5% Zn over 2.88nes at a downhole depth of 95.8 metres.

A summary table of the results from the 2018 ahgjlprogram on the Cardiac Creek deposit can be seen
below.
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Drill Hole Zone From (m) To (M) Apparent Width (m)* Zn (%)
A-18-144 Sitka 172.72 174.59 1.87 3.54
incl 172.72 173.72 1.00 5.76
186.51 187.15 0.64 1.53
196.70 201.78 5.08 3.79
incl 196.70 200.00 3.30 5.73
incl 199.01 200.00 0.99 11.33
A-18-148 Sitka 148.13 148.76 0.63 7.51
159.40 159.80 0.40 3.35
163.37 163.83 0.46 4.65
168.05 171.55 3.50 3.72
incl 168.05 168.91 0.86 11.09
175.09 175.69 0.60 2.36
A-18-147 SE Zone 475.97 487.06 11.09 0.10
507.94 514.98 7.04 0.31
A-18-148 North Lead 417.25 420.21 2.96 0.31
A-18-149 Sitka Ext. 94.86 107.84 12.98 1.10
incl. 95.80 97.98 2.18 3.47

*True widths are unknown at this time

» Financing and other activities affecting share capal

In November and December 2018, the Company contplete consecutive flow-through private
placements issuing an aggregate of 3,568,692 flwaugh shares at a price of $0.39 per share fasgro
proceeds of $1,391,790. The Company paid cashrfmities of $63,896 and regulatory filing fees of
$10,213 in connection with the private placementse proceeds from the private placements will be
used on exploration expenditures in calendar 2019.

142,500 stock options were exercised at a pricBddH5 per share by employees and consultants of the
Company in July 2018 for total proceeds of $36,025.

220,000 share purchase warrants were exercisegiteaof $0.55 per share in July 2018 for gross
proceeds of $121,000. The warrants were grantedrithd December 2016 private placement and had
an expiry date of December 15, 2018.

860,000 incentive stock options were granted toleyees and consultants of the Company, exercisable
at a price of $0.33 per common share for a perfaght years commencing on July 3, 2018.

240,000 incentive stock options were granted tesuotiants of the Company, exercisable at a price of
$0.39 per common share before January 3, 2020.

In July 2018, the Company received TSX-V approealthe renewal of its Normal Course Issuer Bid
(“NCIB”) to purchase at market price up to 8,28Z4%®mmon shares, being approximately 5% of the
Company’s issued and outstanding common sharesughrthe facilities of the TSX-V. The bid
commenced on August 1, 2018 and will stay operafamther 12 months.
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In November 2018, Mr. Hu Xinfu, Vice-President adnigling Nonferrous Metals Group Holdings Co.
Ltd. (“Tongling”), was appointed to the Board ofrE¢tors of the Company as an independent director.

At the Company’s Annual General and Special MeefidgsSM”), shareholders voted to approve an
amended and restated Stock Option Plan of the Coyn@de maximum number of common shares
reserved for issuance under the plan was increaas&8,774,275 or 20% of the issued and outstanding

common shares as at December 13, 2018.

Summary of exploration expenditures incurred onouer properties to December 31, 2018:

Akie Property  Kechika Regional Total

Acquisition Costs:

Balance, June 30, 2016, and 2017 $ 24,165,241 $ 336,785% 24,502,026
Cash in lieu of expenditures - (144,017) (144,017)

Balance, June 30, 2018 «d

December 31, 2018 $ 24,165,241 $ 192,768% 24,358,009

Deferred exploration costs:

Balance, June 30, 2018 $ 44,355,601 $ 4,354,446 $ 48,710,047
Camp equipment, depreciation 33,564 - 33,564
Drilling 986,571 - 986,571
Geology 45,625 - 45,625
Geophysics - 13,579 13,579
Preliminary Economic Assessment 29,524 - 29,524
Community consultations 150,000 - 150,000
Environmental studies and permit 25,104 - 25,104

compliance

Balance, December 31, 2018 $ 45,625,989 $ 4,368,025 $ 49,994,014

Total, June 30, 2018 68,520,842 $ 4547214 $ 73,068,056

Total, December 31, 2018 69,791,230 $ 4,560,793 $ 74,352,023

Exploration Objectives

Akie Project:

» Continue definition drilling to expand the knowntent of the Cardiac Creek deposit; update the
current geological and resource models to NI 43<t@hdards with all new drill results. Continue to
examine trade-off studies to enhance the PEA imctuddditional metallurgical lab testing and
targeted geotechnical data acquisition to impraveenstanding of mine design parameters used in
the PEA.

» Continue to evaluate outlying coincident geolodgabphysical/geochemical targets for drill target
definition.

» Continue to refine the design and costs of the r@dnunderground exploration program. The
underground exploration permit remains in good ditegy until December 2020. The underground
exploration program was conceived in order to alldghtly-spaced infill drilling from an
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underground decline in order to upgrade the cumeneral resource to the Indicated and Measured
levels of confidence. This would provide sufficiesdita for a pre-feasibility level of economic
assessment of the ore body to be completed andgtigate future viability of bulk sampling and
mining.

» Continue environmental baseline sampling as redquoamaintain all related exploration permits in
good standing.

Kechika Regional Project:

» Continue regional synthesis of all historical andd@rn exploration data to assist with gap analysis
and drill target definition.

» Complete follow-up assessment of airborne gravitynaalies from the 2015 geophysical survey on
Mt. Alcock and Yuen North.

» Continue to evaluate high priority greenfield tasge

» Refine target selection to identify drill targets.

Kechika Regional Project (Pie Option Properties):

» Continue to work closely with Teck to review and/iaé on plans for ongoing exploration on the
properties.

»  Monitor field exploration results and expendituaesl option agreement commitments.

» The next planned phase of exploration on the optigoroperties is expected to include continued
drill testing of the highest priority targets.

Results of Operations

Six Months Ended December 31, 2018 and 2017

During the six months ended December 31, 2018Ctmpany reported a net loss before comprehenssge lo
of $1,153,661 or $0.007 per share compared to foastbefore comprehensive loss of $680,404 or0%0.0
per share during the period last year, an incrgmset loss of $473,257. The increase in net loas due to

an increase in general administration expenses288,$04 primarily due to an increase in share-based
compensation expense of $202,519 for the stoclptranted during the period, an impairment allmea

of $123,507 recognized against a loan receivalieaastecrease in deferred tax recovery of $75,679.

Income reported for the six months ended Decemiler2818 included interest income earned on the
Company's cash deposits and short-term investnogi§i47,821 (2017 - $52,660) and administration fafes
$2,892 earned for the use of the Company’s Akiepctanilities during the 2018 summer drilling progra

The following expense categories contributed tdrbeease in operating expenses by $239,604 dthimgix
months ended December 31, 2018 as compared tautie geriod of the previous fiscal year:

» Marketing expenses increased by $171,716 due tease in advertising and marketing campaigns
conducted during the period,;

» Office expenses increased by $4,380 due to timiffgrdnce of recognizing insurance premium
payments and increased office supplies purchases;

* Share-based compensation expenses increased byp$20% there were 1,100,000 stock options
granted during the period to certain employeescamdultants of the Company. There were no stock
options granted during the comparative period sif fizcal year;

*  Wages and benefits increased by $4,797 as a mdshijher salary expenses.

There were no changes in management, administratidalirectors’ fees during the comparative qusarter
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The above increases were partially offset by deg®@ the following categories:
» Bonuses decreased by $11,828 (please see sectingattions with Related Parties below);

» Consulting fees decreased by $69,702 as a resldssffinancial advisory services retained during
the period;

* Regulatory fees decreased by $6,695; during the gemiod of last fiscal year, the Company incurred
additional regulatory fees for a foreign backgrowsérch on the new appointee to the Board of
Directors of the Company. No similar cost was imedrin the current reporting period; and

» Travel and promotion decreased by $54,655 primatilg to lower promotional expenses. The
Company incurred higher promotional expenses faiigigating in a number of mining investment
forums and conferences in Asia and Europe in fil72 No similar expenses incurred in the current
6 month reporting period. Travel expenses increatightly by $2,516 as a result of investors’ site
visits to the Company’s Akie camp in summer 2018.

Three Months Ended December 31, 2018 and 2017

During the three months ended December 31, 20&8Ctmpany reported a net loss before comprehensive
loss of $436,710 compared to a net loss of $555002iBig the same period last year, a decreaset ilosgeof
$118,313 primarily due to a decrease in generalm@dtration expenses of $117,656.

The decrease in administration expenses was & mdsilibcreases in bonuses of $11,828, consultiag 6
$35,955, depreciation of office equipment and fwmea of $125, recovery of previously accrued fldwsugh
taxes of $187, investor relations of $1,367, offacel miscellaneous of $3,662, regulatory fees 93,
share-based compensation of $6,514, travel andgiremof $94,728 and wages and benefits of $52,118.

Consulting fees decreased as a result of lessdialeadvisory services retained during the pered@npared
to the same quarter last year.

The Company also conducted fewer promotional evientse current fiscal year as compared to the same
guarter last year, when the Company participateal mnining investment conference in Asia and coratlict
road shows for European investors.

Wages and benefits expenses decreased due topaweil expenses as compared to the same quarstof
fiscal year.

Marketing expenses increased by $89,856 as a fsularketing campaigns to increase investor avesgn

Liquidity and capital resources

The Company's working capital position remainsrgravith cash of $1,540,121 and GIC investments of
$2,525,818 as at December 31, 2018. Managemesmtbslthat the Company has sufficient funds to riteet
current obligations as they become due and to fisnexploration projects and administrative ovethéa

the next twelve months.

At December 31, 2018, the Company reported workamjtal of $3,773,685 compared to working capifal o
$4,789,053 at June 30, 2018, representing a dectieaworking capital of $1,015,368. The decrease in
working capital was a result of the Company’s Gh@eistments redemption to fund general administiatio
expenses and exploration activities of the Comppastially offset by proceeds of the flow-througtivate
placements closed during the period.
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Cash deposits increased by $391,241 from $1,14&880ne 30, 2018 to $1,540,121 at December 38.201

During the six months ended December 31, 2018 Cbmmpany utilized its cash and cash equivalents as
follows:

(a) the Company used $1,146,796 of its cash in operatitivities compared to $960,972 during the same
period last year;

(b)) exploration expenditures during the period weré43,929 compared to $2,137,818 last year;

(c) there were no capital expenditures during the pesmmpared to $30,363 spent on the purchase of camp
fixtures and office furniture during the same pdtast year;

(d) there were no sale or purchases of marketableieswuas compared to the same period in fiscal 2018
when the Company generated $58,525 on sale of tadlkesecurities;

(e ) the Company redeemed $1,496,233 (2017 — investeéd,®20) from its GIC investments to fund the
exploration program and received interest of $13,@017 —$10,492) on the redemption;

(f) $1,391,790 (2017 - $1,521,773) was raised in theay@ placements, all of which committed to flow-
through agreements with investors. $74,109 (20$200,903) was paid in share issuance costs in
connection with the private placements;

(g ) aggregate of 142,500 stock options were exercigeghiployees and consultants of the Company for
total gross proceeds of $36,025 (2017 - $2,300);

(h') 220,000 share purchase warrants were exercisedtébigross proceeds of $121,000 (2017 - $Nil); and
(i) no common shares of the Company were repurchask the NCIB during the period (2017 - $3,508).

The Company’s current assets excluding cash cewsigtthe following:

December 31, 2018 June 30, 2018
Government sales tax credits $ 92,522 $ 44,750
Interest accrued on reclamation deposits 2,932 421
Prepaid expenses 40,476 65,439
Loan receivable including interest - 118,466
Marketable securities at fair value 43,025 57,150
GIC investments 2,525,818 4,004,314

The $100,000 loan receivable was advanced undeoraigsory note bearing interest at a rate of 10% pe
annum with an original 6 month term that was exéehtbr an additional 12 month period until Febru2sy
2018. After February 25, 2018, management agreedttnd the repayment of the loan and the accustilat
interest until the debtor finalizes a significaintaincing that is currently awaiting completion. Tiban and
the accumulated interest remained unpaid as atrble=e31, 2018 and as of the date of this MD&A. Dgri
the six months ended December 31, 2018, managerhéire Company made the assessment of the crsklit ri
on the loan and recognized a loss allowance of $0732017 - $Nil) against the amount of the loengipal
and accumulated interest.

The Company holds a few GIC investments with theggral amount totalling $2,503,767 yielding averag
fixed interest rates of 2.24%, one of which haala& of $1,000,000 and is non-redeemable until 1u2619.
At December 31, 2018, the GIC investments accumdlmterest of $22,051.

Current liabilities as at December 31, 2018 coadisif trade payables and accrued liabilities of4$232
(June 30, 2018 - $417,914), of which $106,044 (Bhe2018 - $301,570) were exploration payables,tdu
related parties of $34,344 (June 30, 2018 - $MiY) a flow-through premium liability of $292,633 (130,
2018 - $232,453) recorded in connection with tleendy completed November-December 2018 flow-thioug
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private placements. The flow-through premium ligjpitloes not represent cash liability to the Conypamnd
will be fully amortized by December 2019 after tBempany incurs qualifying flow-through exploration
expenditures of $1,391,790.

The other sources of funds potentially availablhtoCompany are through the exercise of outstgrstimck
options and share purchase warrants. See Item-1Cther Requirements — Summary of Outstanding Share
Data. There can be no assurance, whatsoever,thatrall these outstanding exercisable securitiishe
exercised.

The Company has and may continue to have capgaln@aments in excess of its currently availabl®veses.
In the event the Company’s plans change, its assonspchange or prove inaccurate, or its capitsbueces
in addition to projected cash flow, if any, proeelte insufficient to fund its future operationsg iompany
may be required to seek additional financing. Alitjlo the Company has been successful in raisingtibee
funds, there can be no assurance that the Compiinlyawe sufficient financing to meet its futurepital
requirements or that additional financing will begable on terms acceptable to the Company irfuhee.

The Company’s overall success will be affectedtbycurrent or future business activities. The Camypa
currently in the process of acquiring and exploritgy interests in resource properties and has Bot y
determined whether these properties contain mindeglosits that are economically recoverable. The
continued operations of the Company and the reedméy of expenditures incurred in these resource
properties are dependent upon the existence obetiorlly recoverable reserves, securing and maaimigi
titte and beneficial interest in the propertiestaiting necessary financing to explore and develap
properties, and upon future profitable productiopmceeds from disposition of the resource progert

The Company is exposed in varying degrees to @&tyaoif financial instrument related risks, inclugliprice
risk with respect to commodity and equity pricese TCompany closely monitors certain commodity @ice
individual equity movements, and the stock markeddtermine the appropriate course of action ttaken
by the Company. For further discussion of finand&Ms, please refer to Note 16 of the condensedalimated
interim financial statements for the six monthsesh®ecember 31, 2018.

Transactions with related parties

The remuneration of directors and other key managemersonnel during the six months ended December
31, 2018 and 2017 were as follows:

December 31, 2018 2017
Bonuses (iv) $ 30,256 $ 42,084
Consulting fees (iv) 7.500 7.500
Directors fees (ii) 20.000 20.000
Exploration and evaluation expenditures

(geological consulting) (v) 75,000 75,000
Management fees (i) 177,000 177,000
Other employment benefits (vii) 15,312 15,118
Share-based compensation (vi) - 3130
Total $ 325,068 $ 339,832
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0] Pursuant to a management and administrative seraigeeement amended effective July 1, 2011
and May 1, 2014 with Varshney Capital Corp. (“VCCX)company with two common directors,
Peeyush Varshney and Praveen Varshney, the Conagmegd to pay monthly management and
administrative fees of $29,500 and $5,000, respalgti

During the six months ended December 31, 2018Ctdmpany paid $177,000 (2017 — $177,000)
for management fees and $30,000 (2017 — $30,00@)diministrative fees to VCC;

(i)  the Company paid $20,000 (2017 - $20,000) in dirstfees to four directors of the Company -
John Thomas, Marco Strub, Peeyush Varshney anag&@&navarshney;

(i)  the Company accrued $30,256 (2017 - $42,084) indemto VCC;

(iv) the Company paid $7,500 (2017 - $7,500) for comsyfees to Sircon AG, a company controlled
by Marco Strub, a director of the Company ;

(v) the Company paid or accrued exploration and evialaosts of $75,000 (2017 - $75,000) for
geological consulting fees to to Ridgeview Resosirtéd., a company controlled by Ken
MacDonald, VP of Exploration of the Company, of @hi$68,750 (2017 - $62,500) was
capitalized as exploration and evaluation costs $5h@50 (2017 - $12,500) was expensed as
consulting fees;

(vi) share-based compensation is the fair value of shtiens that have been granted to directors
and executive officers and the related compensatipense recognized over the vesting periods;
and

(vii) other employment benefits included life insuranod &ealth benefits for the CEO and health
benefits for the CFO of the Company.

As at December 31, 2018, $30,256 (June 30, 208} Wwas due to VCC in bonus payable and $4,088
(June 30, 2018 - $Nil) was due to CEO of the Comgganreimbursement of regulatory filing fees paid
on behalf of the Company. The amounts were paidesypent to December 31, 2018.

Changes in accounting policies
IFRS 9 - Financial Instruments (“IFRS 9”)

As at July 1, 2018, the Company adopted all ofrgiirements of IFRS 9, which replaced IAS 39 Faian
Instruments: Recognition and Measurement (“IAS 3%RS 9 introduces extensive changes to IAS 39’s
guidance on the classification and measuremernmafial assets and a new “expected credit lossethéat

the impairment of financial assets. IFRS 9 alswioles new guidance on the application of hedge ating.
The standard was effective for annual periods éggon or after January 1, 2018.

Most of the requirements in IAS 39 for classificatiand measurement of financial liabilities wereried
forward in IFRS 9, so the Company’s accounting @olvith respect to financial liabilities is subdtialy
unchanged.

As a result of adopting this standard, the Compaexy changed its accounting policy for financialetss
retrospectively, for assets that were recognizetieatiate of application. An assessment has beele @arad
the impact to the Company’'s consolidated finansi@tements was to reclassify its available-for-sale
marketable securities to fair value through prafitoss. The Company adopted IFRS 9 retrospectivighout
restatement of comparative amounts resulting ine@assification of $6,731 from accumulated other
comprehensive loss to deficit on July 1, 2018. Futthanges in the fair value of these marketaldargies

will be recorded directly in profit or loss. No ethdifferences of any significance have been nitedlation

to the adoption of IFRS 9.
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The following are new accounting policies for fical assets under IFRS 9. All other aspects of our
accounting policies for financial instruments asctbsed in Note 2 to the audited consolidated firen
statements for the year ended June 30, 2018 affecieal.

The Company classifies its financial assets infatlewing categories: at fair value through prdfit loss
(“FVTPL"), at fair value through other comprehersimcome (“FVTOCI”) or at amortized cost.

The classification depends on the purpose for whkdeh financial assets were acquired. Management
determines the classification of its financial ass initial recognition.

Financial assets at FVTPL

Financial assets carried at FVTPL are initiallyaeted at fair value and transaction costs are esqebim the
income statement. Realized and unrealized gainslaas#s arising from changes in the fair valuehef t
financial asset held at FVTPL are included in thebime statement in the period in which they arise.

Financial assets at FVTOCI

Investments in equity instruments at FVTOCI ardially recognized at fair value plus transactiorstso
Subsequently, they are measured at fair value, gadtins and losses arising from changes in fairevalu
recognized in other comprehensive income. Thereisubsequent reclassification of fair value gaind
losses to profit or loss following the de-recogmitiof the investment.

Financial assets at amortized cost

Financial assets at amortized cost are initialppgmized at fair value and subsequently carrieghadrtized
cost less any impairment. They are classified aentiassets or non-current assets based on tlagirity
date.

Financial assets are derecognized when they matwaee sold, and substantially all the risks arvdares of
ownership have been transferred. Gains and logsdg-oecognition of financial assets classifiedr93PL
or amortized cost are recognized in the incomesstant. Gains or losses on financial assets cladsi
FVTOCI remain within accumulated other comprehemgncome.

Impairment of financial assets at amortized cost

The Company recognizes a loss allowance for exgenit losses on financial assets that are medsatr
amortized cost. At each reporting date, the loksvaince for the financial asset is measured atnaouat
equal to the lifetime expected credit losses if¢hetit risk on the financial asset has increasguificantly
since initial recognition. If at the reporting datiee financial asset has not increased signifigamce initial
recognition, the loss allowance is measured fofittamcial asset at an amount equal to twelve mergtected
credit losses.

Impairment losses on financial assets carried artired cost are reversed in subsequent peridde Emount
of the loss decreases and the decrease can beivadjerelated to an event occurring after the impant
was recognized.

The Company completed an assessment of its coagadidinancial instruments as at January 1, 20h8. T
following table shows the original classificationder IAS 39 and the new classification under IFRS 9
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Original classification New classification
IAS 39 IFRS 9
Financial assets
Cash Financial assets - FVTPL Financial assetsT-HEV
Receivables Loans and receivables - amortized cost Loans and receivables - amortized
cost
Loan receivable Loans and receivables - amortipstl ¢ Loans and receivables - amortized
cost
Marketable securities Available-for-sale — FVTOCI indhcial assets - FVTPL
Investments Financial assets - FVTPL FinancialtasseVTPL
Financial liabilities
Trade payables and Other financial liabilities - amortised Other financial liabilities - amortised
accrued liabilities cost cost

IFRS 15 — Revenue from Contracts with CustomeFRSI 15")

On July 1, 2018, the Company adopted IFRS 15, whiglersedes IAS 18 — Revenue ("IAS 18"). IFRS 15
establishes a single five-step model frameworldfgermining the nature, amount, timing and uncetyaof
revenue and cash flows arising from a contract wittustomer. The standard is effective for annegbpgs
beginning on or after January 1, 2018.

The Company is a junior mining exploration compamy it currently does not generate any revenue from
contracts with customers. Therefore, the adoptiathie standard did not have any significant impacthe
Company’s interim financial statements.

IFRS 16 — Leases ("IFRS 16")

IFRS 16, Leases, new standard contains a singledesccounting model, eliminating the distinctietween
operating and financing leases from the perspedfvine lessee. The accounting requirements fiioen t
perspective of the lessor remains largely in linghvprevious IAS 17 requirements, effective for aah
reporting periods beginning on or after JanuargQ1,9.

Other accounting standards or amendments to exiatioounting standards that have been issued kat ha

future effective dates are either not applicableam not expected to have a significant impact fo t
Company’s financial statements.

Summary of outstanding share data as at February 15019:

(1) Authorized: Unlimited common shares without parueal
(2) Issued and outstanding: 169,319,375
3) Share options: 10,180,000
4) Share purchase warrants 725,500
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Additional disclosures pertaining to the Compantgshnical report, management information circulars,
material change reports, press releases and atf@mmiation are available on the SEDAR website at
www.sedar.com.

On behalf of the Board of Directors, thank you your continued support.

“Peeyush Varshney”

Peeyush Varshney
Director, President & CEO
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