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Introduction
The following management’s discussion and analysis (“MD&A”) of the financial condition and results of the
operations of Gensource Potash Corporation (the “Company” or “Gensource”) constitutes management’s
review of the factors that affected the Company’s financial and operating performance for the year ended
December 31, 2018. This MD&A has been prepared in compliance with the requirements of National
Instrument 51-102 – Continuous Disclosure Obligations. This discussion should be read in conjunction with
the audited annual financial statements of the Company for the years ended December 31, 2018 and
December 31, 2017, together with the notes thereto. Results are reported in Canadian dollars, unless
otherwise noted. The financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and
interpretations of the IFRS Interpretations Committee (“IFRIC”). Information contained herein is presented
as of March 27, 2019, unless otherwise indicated.
The following MD&A, particularly under the heading “Liquidity and Capital Resources”, contains forwardlooking information that involves numerous risks and uncertainties. The forward-looking information is not
historical fact, but rather is based on the Company’s current plans, objectives, goals, strategies, estimates,
assumptions and projections about the industry, business and future financial results. The Company’s
actual results could differ materially from those discussed in such forward-looking statements.
For the purposes of preparing this MD&A, management, in conjunction with the Board of Directors,
considers the materiality of information. Information is considered material if: (i) such information results in,
or would reasonably be expected to result in, a significant change in the market price or value of the
Company’s common shares; (ii) there is a substantial likelihood that a reasonable investor would consider
it important in making an investment decision; or (iii) it would significantly alter the total mix of information
available to investors. Management, in conjunction with the Board of Directors, evaluates materiality with
reference to all relevant circumstances, including potential market sensitivity.
Additional information relating to the Company is available free of charge on the System for Electronic
Document Analysis and Retrieval (SEDAR) website at www.sedar.com.
Summary of Key Activities
2018 was a significant year for the advancement of the first of the Company’s planned small scale and
efficient potash production modules, the Vanguard One project (“Vanguard One”). Highlights of the year
are:
•
•
•
•
•

•

Execution of a binding, take-or-pay off-take agreement with a large, US-based diversified Ag.
company. The off-take agreement represents 100% of the production from Vanguard One for a
period of 10 years.
Execution of two other Memoranda of Understanding (MOU) with other independent parties for
off-take agreements similar is scope to the executed off-take agreement.
Achievement of the Environmental Assessment approval for Vanguard One in August 2018,
Control over the desired surface land for the plant site by an option agreement completed.
The completion of a drilling program in the Vanguard Area (on the KL 245 lease) to expand and
improve confidence in the existing resource and reserve in the area. The Company will use the
results to begin planning for the next project in the Vanguard Area (nominally referred to as the
Vanguard Two project).
Structuring and sourcing project finance to move the Vanguard One project into construction (this
activity remains on-going at the date of this document).
o A project capital structure has developed that contains senior debt, subordinated debt
and equity components.
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o
o

Initial terms or proposals have been received for the key components of senior debt and
equity.
Next steps include detailed due-diligence and negotiation of final financing agreements
leading to financial close.

Caution Regarding Forward-looking Statements
This MD&A contains certain forward-looking information and forward-looking statements, as defined in
applicable securities laws (collectively referred to herein as “forward-looking statements”). These
statements relate to future events or the Company’s future performance. All statements other than
statements of historical fact are forward-looking statements. Often, but not always, forward-looking
statements can be identified by the use of words such as “plans”, “expects”, “is expected”, “budget”,
“scheduled”, “estimates”, “continues”, “forecasts”, “projects”, “predicts”, “intends”, “anticipates” or
“believes”, or variations of, or the negatives of, such words and phrases, or statements that certain actions,
events or results “may”, “could”, “would”, “should”, “might” or “will” be taken, occur or be achieved. Forwardlooking statements involve known and unknown risks, uncertainties and other factors that may cause actual
results to differ materially from those anticipated in such forward-looking statements. The forward-looking
statements in this MD&A speak only as of the date of this MD&A or as of the date specified in such
statement. The following table outlines certain significant forward-looking statements contained in this
MD&A and provides the material assumptions used to develop such forward-looking statements and
material risk factors that could cause actual results to differ materially from the forward-looking statements.
Forward-looking statements
Potential of Gensource’s properties to
contain potash deposits.

Assumptions
Financing will be available for future
exploration and development of
Gensource’s properties; the actual
results of Gensource’s exploration
and development activities will be
favourable; operating, exploration
and development costs will not
exceed Gensource’s expectations;
the Company will be able to retain
and attract skilled staff; all requisite
regulatory
and
governmental
approvals for exploration projects
and other operations will be received
on a timely basis upon terms
acceptable to Gensource, and
applicable political and economic
conditions will be favourable to
Gensource; the price of potash and
applicable interest and exchange
rates will be favourable to
Gensource; no title disputes exist
with respect to the Company’s
properties.

Risk factors
Potash price volatility; uncertainties
involved in interpreting geological
data and confirming title to
acquired properties; the possibility
that future exploration results will
not be consistent with Gensource’s
expectations;
availability
of
financing for and actual results of
Gensource’s
exploration
and
development activities; increases in
costs; environmental compliance
and changes in environmental and
other
local
legislation
and
regulation; interest rate and
exchange
rate
fluctuations;
changes in economic and political
conditions; the Company’s ability to
retain and attract skilled staff.
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The Company’s ability to meet its
working capital needs at the current level
for the twelve-month period ending
December 31, 2019.

The operating and exploration
activities of the Company for the
twelve-month
period
ending
December 31, 2019, and the costs
associated
therewith,
will
be
consistent with Gensource’s current
expectations; debt and equity
markets, exchange and interest
rates and other applicable economic
conditions will be favourable to
Gensource.

Changes in debt and equity
markets; timing and availability of
external financing on acceptable
terms;
increases
in
costs;
environmental compliance and
changes in environmental and other
local legislation and regulation;
interest rate and exchange rate
fluctuations; changes in economic
conditions.

The Company’s ability to carry out
anticipated exploration on its property
interests.

The exploration activities of the
Company for the twelve-month
period ending December 31, 2019
and the costs associated therewith,
will be consistent with Gensource’s
current expectations; debt and equity
markets, exchange and interest
rates and other applicable economic
conditions will be favourable to
Gensource.

Changes in debt and equity
markets; timing and availability of
external financing on acceptable
terms;
increases
in
costs;
environmental compliance and
changes in environmental and other
local legislation and regulation;
interest rate and exchange rate
fluctuations; changes in economic
conditions; receipt of applicable
permits.

Plans, costs, timing and capital for future
exploration
and
development
of
Gensource’s property interests, including
the costs and potential impact of
complying with existing and proposed
laws and regulations.

Financing will be available for
Gensource’s
exploration
and
development activities and the
results thereof will be favourable;
actual operating and exploration
costs will be consistent with the
Company’s current expectations; the
Company will be able to retain and
attract skilled staff; all applicable
regulatory
and
governmental
approvals for exploration projects
and other operations will be received
on a timely basis upon terms
acceptable to Gensource; the
Company will not be adversely
affected by market competition; debt
and equity markets, exchange and
interest rates and other applicable
economic and political conditions will
be favourable to Gensource; the
price of potash will be favourable to
Gensource; no title disputes exist
with
respect
to
Gensource’s
properties.

Potash price volatility, changes in
debt and equity markets; timing and
availability of external financing on
acceptable terms; the uncertainties
involved in interpreting geological
data and confirming title to acquired
properties; the possibility that future
exploration results will not be
consistent
with
Gensource’s
expectations; increases in costs;
environmental compliance and
changes in environmental and other
local legislation and regulation;
interest rate and exchange rate
fluctuations; changes in economic
and
political
conditions;
the
Company’s ability to retain and
attract skilled staff.
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Management’s outlook regarding future
trends.

Financing will be available for
Gensource’s
exploration
and
operating activities; the price of
potash will be favourable to
Gensource.

Potash price volatility; changes in
debt and equity markets; interest
rate and exchange rate fluctuations;
changes in economic and political
conditions.

Sensitivity
analysis
instruments.

The aggregate gross credit risk
exposure related to cash at
December 31, 2018, was $975,158
(December 31, 2017 – $464,905),
and was entirely made up of cash
held with financial institutions with an
“AA High” credit rating or above and
securities brokerage firms.
Strategic partners with the same goal
as Gensource will agree to terms
favourable to Gensource for the
development of a potash production
facility.

Changes in debt and equity
markets; interest rate and exchange
rate fluctuations.

The price of potash will be favourable;
debt and equity markets, interest and
exchange rates and other economic
factors which may impact the price of
potash will be favourable.

Changes in debt and equity markets
and the spot price of potash;
interest rate and exchange rate
fluctuations; changes in economic
and political conditions.

of

financial

Gensource will continue to focus its
efforts on securing strategic partners for
developing
a
successful
potash
production facility.

Prices and price volatility for potash.

Management may not find strategic
partners;
terms
may
be
unfavourable to Gensource.

Inherent in forward-looking statements are risks, uncertainties and other factors beyond Gensource’s ability
to predict or control. Please also make reference to those risk factors referenced in the “Risk Factors”
section above. Readers are cautioned that the above chart does not contain an exhaustive list of the factors
or assumptions that may affect the forward-looking statements, and that the assumptions underlying such
statements may prove to be incorrect. Actual results and developments are likely to differ, and may differ
materially, from those expressed or implied by the forward-looking statements contained in this MD&A.
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may
cause Gensource’s actual results, performance or achievements to be materially different from any of its
future results, performance or achievements expressed or implied by forward-looking statements. All
forward-looking statements herein are qualified by this cautionary statement. Accordingly, readers should
not place undue reliance on forward-looking statements. The Company undertakes no obligation to update
publicly or otherwise revise any forward-looking statements whether as a result of new information or future
events or otherwise, except as may be required by law. If the Company does update one or more forwardlooking statements, no inference should be drawn that it will make additional updates with respect to those
or other forward-looking statements, unless required by law.
Description of Business
Gensource is based in Saskatoon, Saskatchewan, and is focused on potash development. Its registered
head office is located at Peterson McVicar, 18 King Street, Suite 902, Toronto, Ontario, M5C 1C4.
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Operational Highlights
Corporate
On February 2, 2018, the Company granted 4,000,000 stock options at an exercise price of $0.09 and are
exercisable for a period of 5 years. The options vest immediately.
During the Q1, 2018, the Company entered into two non-binding memorandums of understanding (“MOU”)
with large and well-established players in the North American agriculture industry, both of which are based
in the USA. The subject of the MOUs was off-take for the future potash product from a Gensource
production facility (the term “off-take” is simply the commitment to purchase product), and both MOUs were
similar in that each contemplated the purchase of the full production from one of Gensource’s modules of
250,000 t/year production capacity for an extended period. With these MOUs now signed, Gensource is
proceeding with the next steps, which are: 1) the negotiation of definitive off-take agreements based on the
MOUs and, 2) Project financing based on the off-taker agreement(s).
On May 18, 2018, the Company entered into a definitive, binding off-take agreement (“Agreement” or “Offtake”) with a senior North American agriculture industry leader (the “Off-taker”). The Agreement
incorporates the essential elements which are:
•
•
•
•
•

Purchase of 100% of the production from one “module” of 250,000 tonne/year capacity,
A preliminary marketing plan that facilitates Gensource’s goal of creating a direct link between a
potash producing facility in Saskatchewan and the end user,
10-year term with an option to renew for the life of the project,
Right of first refusal for the Off-taker to purchase any additional product that may be produced at
the project either through de-bottlenecking or expansion of the productive capacity of the facility,
Right of first refusal to purchase the project should Gensource elect to sell any portion of it

On May 31, 2018, the Company completed a non-brokered private financing by issuing 24,999,268
common shares at a price of $0.125 per share for aggregate gross proceeds of $3,124,909. As part of the
financing, certain officers (the "Insiders") purchased an aggregate of 4,356,000 common shares. The
Company paid commissions to certain finders consisting of cash payments of $199,760 and the issuance
of 1,598,080 agent’s warrants, exercisable into Common Shares at $0.125 per agent’s warrant for a period
of 18 months
On June 13, 2018, the Company granted 1,000,000 options to a director of the Company. The stock options
have an exercise price of $0.145 per share and are exercisable for a period of 5 years. The options vest
upon the final close of a financing agreement (Corporate or project financing) between Gensource Potash
Corporation and any financial institution or parties introduced to Gensource Potash.
On July 19, 2018, the Company granted 1,000,000 options to a director of the Company. The stock options
have an exercise price of $0.145 per share and are exercisable for a period of 5 years. The options vest
options to vest immediately.
On December 4, 2018, the Company completed a non-brokered private financing by issuing 13,554,494
flow-through shares at a price of $0.12 per share for aggregate gross proceeds of $1,626,539. As part of
the financing, certain officers (the "Insiders") purchased an aggregate of 833,333 common shares. The
Company paid commissions to certain finders consisting of cash payments of $74,920, issued 624,332
agent’s warrants, exercisable into Common Shares at $0.12 per agent’s warrant for a period of 18 months,
and paid legal and other fees of $14,477
During the twelve months ended December 31, 2018, 5,911,804 warrants were exercised for gross
proceeds of $659,489.
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Exploration & Evaluation
The Vanguard Area is located in central Saskatchewan and comprises two mineral leases that have been
acquired from Yancoal Canada Resources (“YCR”).
On April 6, 2016, the Company announced that it has entered into a definitive Asset Purchase Agreement
(“APA”) which included an off-take term sheet (“Term Sheet”) for the sale of potash. Collectively, these
transactions offer the Company the opportunity to advance its business plan of becoming a future potash
producer in Saskatchewan. The agreement is between the Company and YCR.
APA closed and all conditions have been met. The APA defined the terms for the purchase by the Company
of two potash exploration permits (“Permit” or “Permits”) conditional upon their conversion into mineral
production leases (“Lease” or “Leases”). It also contained a Term Sheet that defined key terms for the future
sale of potash product from the proposed facility. Key terms of the transaction included a purchase price of
$2,480,000 (paid in full in July 2016), payable as two installments: (i) $1,240,000 in cash at closing within
30 days of the effective date of the APA; and, (ii) a convertible debenture to YCR in the principal amount of
$1,240,000 that is due on the later of 90 days of the effective date of the APA and the close of the
transaction, paid by cash or convertible to shares in the Company if sufficient funds are not raised. The
shares would have been issued at an exercise price equal to the 20 day VWAP prior to the maturity date.
The Company has paid the full $2,480,000 purchase price as well as approximately $300,000 for the Lease
conversion costs, and the debenture was cancelled.
An updated Nl 43-101 Technical Report was issued on February 17, 2017. The Technical Report defined
a resource in the Vanguard area of almost 145 million tonnes of final, salable potash product in the Indicated
category and over 320 million tonnes of final, salable potash product in the Inferred category.
Starting in February 2017, Gensource initiated a field groundwater investigation program with Golder
Associates Ltd., which included installation and testing of a full- scale production water well with two
observation wells. The goal of the program was to evaluate the presence and adequacy (quality and
quantity) of potential groundwater sources for the project. Data collected fed into the Feasibility Study, as
well as Golder's Technical Proposal for submission to the Environmental Assessment and Stewardship
Branch.
Also beginning in February 2017, Gensource initiated a 3D seismic program led by RPS Energy Canada
Ltd., which covered approximately 34 square kilometers (13 square miles) of the KL245 lease area. The
3D seismic area was selected to be as focused as possible to define the resource to the extent necessary
while being large enough to provide many options in terms of the selection of the initial well field area.
On April 21, 2017, the Company announced that the offtake agreement with Yancoal Canada Resources
was terminated.
The exploration activities discussed above, along with ongoing engineering, enabled Gensource to
complete the Feasibility Study for the Vanguard One project in the spring of 2017. Gensource issued a
News Release on May 31, 2017, announcing the results of the Feasibility Study. The Study confirms the
technical and economic viability of the project, even in this time of low potash prices. Gensource is
extremely pleased with the results of the Study and continues to affirm it has selected the right approach
to potash production. Highlights from the Study can be found in the news release on the company's website.
Subsequent to the completion of the Feasibility Study, Gensource produced a Nl 43-101 Technical Report,
summarizing the Feasibility Study for the Vanguard One Project, for filing on SEDAR.
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The service providers engaged to support the above exploration services included:
•
Geology: Terra Modelling Services
•
Geophysics/Seismic: RPS
•
Exploration Drilling: Artisan Consulting
•
Environmental: Golder
•
Ground water: Golder
•
Laboratory Testing/Analysis: SRC
•

•

•

•

Gensource produced a National Instrument (NI) 43-101 Technical Report, summarizing the
Feasibility Study for the Vanguard One Project, which was filed on July 14, 2017 on SEDAR. A
news release was issued on July 18, 2017. Based on a request from the regulators at the Ontario
Securities Commission (OSC), Gensource re-filed the Technical Report in February 2018,
expanding on the Qualified Person (QP) sign-off of the Technical Report, to include more of the
technical experts involved in the production of the Feasibility Study and subsequent Technical
Report summary.
In 2018, Gensource continued to collaborate with ADROK Ltd, a cutting-edge technology company
headquartered in the United Kingdom, to investigate the use of their patented technology for the
mapping and delineation of the potash members within the Prairie Evaporite. ADROK’s ADR
imaging technology (Atomic Dielectric Resonance) was deployed in Gensource’s Vanguard Area
in 2017 as part of a proof of concept survey looking at potash deposits, with the aim to establish
confidence that ADR can assist Gensource’s exploration and resource evaluation efforts. Since
collecting and analyzing the field data, Gensource, ADROK, and Terra Modelling Services
(Gensource’s independent geological consultant) have co-authored a white paper on this proof of
concept, and are in the process of having it published in relevant industry journals.
In August 2018, the Company received a determination of “not a development” from the
Saskatchewan Ministry of Environment, Environmental and Stewardship Branch.
This
determination allows the Vanguard One project to proceed to the detailed construction
licensing/permitting process having achieved environmental approval.
In conjunction with the Environmental Assessment process, Gensource completed an additional
field pumping study, to further validate/confirm the groundwater source for the project, and the
potential impacts to existing users, if any.

In fall 2018, Gensource initiated a one (1) well exploration program in it’s Vanguard Area, focusing the
program to the KL245 lease. The goal of the exploration program was to:
• Confirm resource extents and grades in the area (adjacent to resource already drilled in the
area), and
• Upgrade resource categorization from Inferred to Measured and Indicated
To support the placement of the exploration drill hole for the 2018 exploration drilling program, Gensource
engaged geophysical consultant. As part of their services, the consultant provided an interpretation of the
seismic data previously acquired for the area (both 2D and 3D), and confirmed an acceptable location for
drilling.
As a part of the 2018 exploration program, over 200 samples were selected from the 65+ meters of
sylvinite-bearing core extracted from the new well drilled by Gensource (4-1), representing all three
members of the Prairie Evaporite formation. The samples were assayed in a testing facility in Saskatoon.
To support the exploration drilling completed in 2018, Gensource engaged an independent geological
consultant. The consultant provided, geological management and oversight, wellsite geological services,
core logging and descriptions, and resource estimation. The resulting effort culminated in an update to
the estimated resources in the Vanguard Area. The updated resource was published in a Gensource
news release dated January 3, 2019 (available on the company’s website).
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In 2018, Gensource also advanced technical work on three separate studies, all related to better
understanding the resource, geology, and intended mining method in the Vanguard Area. This included:
• Working with a geophysical services company based in Edinburgh, on a pilot geophysical
investigation project;
• Initiating a dissolution study performed by an analytical research facility, to complete lab -scale
testing of the selective dissolution mining process; and
• Engaging a reservoir modelling consultant, using industry leading software to model the
horizontal cavern mining process, to help assess the temperature and production profiles of the
Gensource selective solution mining technique
• Gensource continues to engage with the villages of Tugaske and Eyebrow, and the surrounding
RM’s, attending RM council meetings, fundraisers, etc.
• Gensource is continuing to explore transportation and logistics options, assessing viable
alternatives to cost effectively ship potash to end-user customers around the globe. This includes
looking at shipping product both west and east from the project site.
Current and Future Plans Related to the Vanguard One Project & Vanguard Area
• The next steps for the Vanguard One project involve confirming the construction financing and then
moving the project into the detailed engineering, long-lead procurement, and construction phase.
• Concurrently, Gensource continues project planning efforts on the next stage of Vanguard One, to
be in the best position to advance work upon confirmation of financing. This includes engaging
with key consultants, vendors, and contractors, and development of the initial project management
plans and project execution framework, necessary to advance the project in an efficient manner.
• Gensource will continue to assess and advance potential value-added studies, aiming to optimize
the design and performance of a Gensource “module”.
Current and Future Plans Related to the Vanguard Area
The following summarizes the Company’s current development plans in the Vanguard Area, total estimated
cost to complete the project development work, and total expenditures incurred to date.

Summary of Completed
Activities (Year Ended
December 31, 2018)
Property acquisition and surface
access fees

(A)
Spent

Plans for the Project
Drilling, seismic, coring and assaying.

(B)
Planned
Expenditures
$3,000,000

Feasibility study and environmental and
regulatory licensing work.

$2,000,000

Costs with respect to negotiations to
engage a market partner

$ 300,000

Carrying costs to maintain properties in
good standing

$ 400,000

$467,629

Geological and project
management

$206,464

Engineering

$28,275

Drilling

$1,707,118

Seismic

$Nil

Environmental
$85,381
Total
$2,494,867
$5,700,000
Note to table. The expenditures shown in the above table exclude planned expenditures related to detailed
engineering, procurement and construction activities for the Vanguard One project, which are dependent
upon the finalization of the project finance package for that project.
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Estimated Expenditures for the Vanguard One Project, beginning mid-2018 and extending through
the end of 2020:
VANGUARD ONE PROJECT - CAPITAL COST ESTIMATE SUMMARY
AREA

Grand Total
Cost

Area Description

% of
Total

USD

100

Mining

$

23,737,691

8%

$

18,259,762

200

Wellfield

$

17,303,806

6%

$

13,310,620

300

Process Plant

$

75,334,270

25%

$

57,949,439

400

Product Storage and Loadout

$

13,366,062

4%

$

10,281,586

500

Site Infrastructure

$

25,963,062

9%

$

19,971,586

600

Offsites

$

6,877,011

2%

$

5,290,008

700

Non-Process Facilities

$

29,550,001

10%

$

22,730,770

$

192,131,903

63%

$

147,793,772

$

78,777,600

26%

$

60,598,154

TOTAL INDIRECT COSTS

$

78,777,600

26%

$

60,598,154

DIRECT + INDIRECT COSTS

$

270,909,503

89%

$

208,391,925

$

33,395,979

11%

$

25,689,215

$

304,305,482

100%

$

234,081,140

TOTAL DIRECT COST
900

980

Project Indirects

Contingency
GRAND TOTAL COST

The Lazlo Project
No significant engineering or geological work was completed for the Lazlo project area during the twelve
months ended December 31, 2018. However, the Company continues to work with its additional potential
off-takers to create a market plan with will trigger the development of a project in the Lazlo Area to suit that
market.
Current and Future Plans Related to the Lazlo Project
The following summarizes the Company’s current confirmation and development programs at the Lazlo
project areas, total estimated cost to complete the project development work, and total expenditures
incurred to date.
Summary of Completed
Activities (Year Ended
December 31, 2018)
Land acquisition and staking

(A)
Spent
$7,662
$Nil

Plans for the Project
At the date of this MD&A, it is more
likely, in the immediate term, for the
Company to pursue the Vanguard

(B)
Planned
Expenditures
$25,000
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Geological and project
management

Total

project and therefore the budgeted
expenditures are not included here.

$7,662

$25,000

Technical Information
Mike Ferguson, P.Eng., a qualified person pursuant to NI 43-101, has reviewed and approved the technical
disclosure in this MD&A.
Trends
Gensource anticipates that it will continue to experience net losses as a result of ongoing cash outflows from
investing in its potash assets and operating costs until such time as revenue-generating activity is
commenced. The Company’s future financial performance is dependent on many external factors. Both the
price of and the market for potash are volatile, difficult to predict, and subject to changes in domestic and
international political, social, and economic environments. Circumstances and events such as economic
conditions and volatility in the capital markets could materially affect the future financial performance of the
Company. See “Caution Regarding Forward-looking Statements” and “Risk Factors”.
Results of Operations
Year Ended December 31, 2018, Compared to Year Ended December 31, 2017
During the year ended December 31, 2018, the Company had a net loss of $3,148,598, (year ended
December 31, 2017 – net loss of $3,164,368), resulting in an decrease of $15,770.
Expenses during the year ended December 31, 2018, were $3,306,828 (year ended December 31, 2017 $3,486,458), a decrease of $179,630. The decrease was primarily due to share-based payments during
the year ended December 31, 2018, was $789,970 (year ended December 31, 2017 – $1,513,529)
representing the fair value of vesting options; and for the year ended December 31, 2018 office and general
was $488,936 (year ended December 31, 2017 – $698,391). However, for the year ended December 31,
2018, professional fees were $1,252,770 (year ended December 31, 2017 – $558,142) due to bonus
milestone payments of $557,000. During the year ended December 31, 2018, interest income was $11,327
(year ended December 31, 2017 – $4,142). During the year ended December 31, 2018, accretion expense
of $16,179 was recorded in applying IFRS 16 (year ended December 31, 2017 – $nil). During the year
ended December 31, 2018, the Company discharged flow through premium obligations of $170,132 (year
ended December 31, 2017 - $317,327).
During the year ended December 31, 2018, overall general and administrative expenses were $479,874
higher than the comparative period in 2017. The following is a breakdown of general and administrative
expenses for the years ended December 31, 2018 and 2017:

Year Ended December 31,
Wages, benefits and incentive compensation (1)
Sales and marketing (2)
Professional fees (3)

2018
$

2017
$

Change
$

62,902
642,976
1,252,770

61,723
649,454
558,142

1,179
(6,478)
694,628
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Office and general (4)
Total general and administrative expenses
(1)
(2)
(3)

(4)

488,936
2,447,584

698,391
1,967,710

(209,455)
479,874

Costs were in-line with prior year
Costs were in-line with prior year
Costs were higher during the year ended December 31, 2018 as a result due to bonus milestone
payments of $557,000.
Costs were lower during the year ended December 31, 2018 as a result of contract services
allocated to professional fees in 2018.

Three Months Ended December 31, 2018, Compared to Three Months Ended December 31, 2017
During the three months ended December 31, 2018, the Company had a net loss of $235,682 (three months
ended December 31, 2017 – $1,127,470), resulting in a decrease of $891,788.
Expenses during the three months ended December 31, 2018 were $358,380 (three months ended
December 31, 2017 - $1,129,153), a decrease of $770,773 is primarily due to share-based payments during
the three months ended December 31, 2018, was 471,358 lower than the three months ended December
31, 2017 due to the fair value of vesting options and for the three months ended December 31, 2018 office
and general was $317,655 (three months ended December 31, 2017 – $630,814).
During the three months ended December 31, 2018, the Company recorded interest income of $4,036(three
months ended December 31, 2017 – $nil), unrealized loss on investments of $6,975 (three months ended
December 31, 2017– gain on investments of $630) and a flow-through premium obligation discharged of
$141,816 (three months ended December 31, 2017 - $1,053). During the three months ended December
31, 2018, accretion expense of $16,179 was recorded in applying IFRS 16 (three months ended December
31, 2017 – $nil).
During the three months ended December 31, 2018, overall general and administrative expenses were
$313,159 lower than the comparative period in 2017. The following is a breakdown of general and
administrative expenses for the three months ended December 31, 2018 and 2017:
Three Months Ended December 31,
Wages, benefits and incentive compensation (1)
Sales and marketing (2)
Professional fees (3)
Office and general (4)
Total general and administrative expenses
(1)
(2)

(3)

(4)

2018
$
6,795
75,407
226,623
8,830
317,655

2017
$
6,673
232,025
115,510
276,606
630,814

Change
$
122
(156,618)
111,113
(267,776)
(313,159)

Costs were in-line with prior year.
Costs were lower during the three months ended December 31, 2018 as a result of the Company’s
success in attracting investors.
Costs were higher during the three months ended December 31, 2018 as a result of the increase
in contracted services.
Costs were lower during the three months ended December 31, 2018 as a result of contract
services allocated to professional fees in 2018.
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Assets
Assets were $15,231,367 at December 31, 2018 (December 31, 2017 - $12,319,964), an increase of
approximately 24%. Exploration and evaluation assets increased by approximately 22% from December 31,
2017. The total amount of exploration and evaluation assets represents approximately 92% of total assets
(December 31, 2017 – 93% of total assets). Receivables decreased by approximately 48% from December
31, 2017. Further, the Company had a decrease in prepaid expenses and deposit of approximately 82% and
a decrease in property, plant and equipment of approximately 25%. At December 31, 2018, the Company had
cash of $975,158 (December 31, 2017 - $464,905), with an increase of $510,253. The Company had Rightto-use assets of $155,012 (December 31, 2017 - $nil) as the Company early adopt IFRS 16.
Liabilities
At December 31, 2018, current liabilities were $531,937 (December 31, 2017 - $208,554). The variation is
primarily due to an increase in amounts payable and other liabilities and flow-through premium liability
At December 31, 2018, non-current liabilities were $113,506 (December 31, 2017 - $nil) as the Company
entered into a new three-year property lease agreement and equipment lease.
The Company will continue to attempt to secure additional financing to facilitate the execution of its business
plan.
Shareholders’ equity
At December 31, 2018, shareholders’ equity increased by $2,474,514, which resulted from private
placements raising gross proceeds of $4,751,448 in share capital. The increase is primarily offset by the
net loss of $3,148,598 for the year ended December 31, 2018.
As at December 31, 2018, the Company had 365,757,342 common shares issued and outstanding,
17,976,167 common share purchase warrants outstanding and 29,510,607stock options outstanding, of
which 25,510,607 were vested.
Investment portfolio
The Company’s investments consist primarily of resource companies whose principal business is
exploration and development. During the year ended December 31, 2018, there was no change in
ownership of these investments but due to the fluctuation of the fair value of these investments, the
Company reported an unrealized loss of $7,050 (year ended December 31, 2017 – unrealized gain of $621).
At December 31, 2018, the market value of the Company’s investments was $2,771 (December 31, 2017
– $9,820).
Cash Flow
For the year ended December 31, 2018, the Company increased its cash position by $510,253 as a result
of cash used and provided in operating, investing and financing activities as follows:
Cash used in operations, including changes in non-cash working capital of $421,747, totaled $2,014,510
during the year ended December 31, 2018. This was as a result of net loss of $3,148,598 for the year ended
December 31, 2018, adjusted for non-cash transactions including mainly share-based payments of
$789,970, flow-through premium obligation discharged of ($170,132), accretion expense $16,179 and
depreciation $69,274.
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Cash used in investing activities during the year ended December 31, 2018 totaled $2,579,469, which
consisted of the acquisition and expenditure of exploration and evaluation assets. The Company also repaid
$76,940 of leases on right-to-use assets.
During the year ended December 31, 2018, the Company received $5,104,232 in cash proceeds from its
financing activities.
Selected Annual Information
The following table sets out selected financial information for the Company as at December 31, 2018, 2017
and 2016 and for the years ended December 31, 2018, December 31, 2017 and December 31, 2016 and
should be read in conjunction with the Company’s audited financial statements attached hereto:

Description
Net sales/total revenues
Total net (loss) earnings (1)(2)
Net (loss) earnings per common share (3)(4)
Net (loss) earnings per common share on
a diluted basis (3)(4)

Total assets
Current liabilities
Non-current liabilities
Deficit

(1)
(2)
(3)

(4)

•
•
•

Year Ended
December 31,
2018
($)
nil
(3,148,598)
(0.01)
(0.01)

Year Ended
December 31,
2017
($)
nil
(3,164,468)
(0.01)
(0.01)

Year Ended
December 31,
2016
($)
nil
(2,951,483)
(0.01)
(0.01)

As at
December 31,
2018
($)

As at
December 31,
2017
($)

As at
December 31,
2016
($)

15,231,367
531,937
113,506
(22,463,685)

12,319,964
208,554
nil
(19,315,087)

9,152,695
2,576,128
nil
(16,150,719)

Loss / earnings from continuing operations attributable to owners of the parent, in total;
Loss / earnings attributable to owners of the parent, in total;
Loss / earnings attributable to owners of the parent, on a per-share and diluted per-share basis; and
declared per-share for each class of share; and
Loss from continuing operations attributable to owners of the parent, on a per-share and diluted per
share basis.
The net loss for the year ended December 31, 2018, consisted primarily of (i) general and administrative
of $2,447,584; (ii) share-based payments of $789,970; iii) depreciation expense of $69,274. This was
offset by flow-through premium obligation discharge of $170,132 and interest received of $11,237.
The net loss for the year ended December 31, 2017, consisted primarily of (i) general and administrative
of $1,967,710 (ii) share-based payments of $1,513,529; (iii) depreciation expense of $5,219; and (iv)
offset by flow-through premium obligation discharge of $317,327.
The net loss for the year ended December 31, 2016, consisted primarily of (i) general and administrative
of $1,465,596; (ii) share-based payments of $303,292; (iii) unrealized gain on FVTPL investments of
$5,091 and (iv) off set by a flow-through premium obligation discharged of $638,435.
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•

As the Company has no revenue, its ability to fund its operations is dependent upon securing financing.
See “Trends” and “Risks factors”.

Selected Quarterly Information
The following table summarizes Gensource’s key financial information for the last eight quarters.

Three Months Ended
2018-December 31
2018-September 30
2018-June 30
2018-March 31
2017-December 31
2017-September 30
2017-June 30
2017-March 31

Total
Revenue
($)
-

Profit or Loss
Basic and
Diluted Loss Per
Total
Share (9)
($)
($)
(1)
(235,682)
(0.00)

Total Assets
($)
15,231,367

-

(719,375) (2)

(0.00)

13,925,920

-

(1,209,834)

(3)

(0.00)

14,177,341

(983,701)

(4)

(0.00)

12,199,913

(1,127,470)

(5)

(0.01)

12,319,964

-

(765,443) (6)

(0.00)

12,010,377

-

(867,244)

(7)

(0.00)

11,924,369

(404,211)

(8)

(0.00)

11,281,736

-

-

Notes:
(1)

(2)

(3)

(4)

(5)

(6)

(7)

Net loss of $235,682 principally to general and administrative expenses of $317,655, depreciation
of $66,401, accretion expense of $16,179 and offset in part by $141,816 of flow-through premium
discharged during the period as the Company met the expenditure requirement and interest
received of $4,036. All other expenses related to general working capital purposes. All other
expenses related to general working capital purposes.
Net loss of $719,375 principally relates to general and administrative expenses of $497,036, sharebased payments of $234,713 and offset in part by $7,391 of flow-through premium discharged
during the period as the Company met the expenditure requirement and interest received of $5,941.
All other expenses related to general working capital purposes.
Net loss of $1,209,834 principally relates to general and administrative expenses of $1,160,365,
share-based payments of $69,970 and offset in part by $20,874 of flow-through premium
discharged during the period as the Company met the expenditure requirement. All other expenses
related to general working capital purposes.
Net loss of $983,701 principally relates to general and administrative expenses of $472,528, sharebased payments of $510,963. All other expenses related to general working capital purposes.
Net loss of $1,127,470 principally relates to general and administrative expenses of $630,814,
share-based payments of $497,034 and offset in part by $1,053 of flow-through premium
discharged during the period as the Company met the expenditure requirement. All other expenses
related to general working capital purposes.
Net loss of $765,443 principally relates to general and administrative expenses of $496,870, sharebased payments of $278,584 and offset in part by $9,645 of flow-through premium discharged
during the period as the Company met the expenditure requirement. All other expenses related to
general working capital purposes.
Net loss of $867,244 principally relates to general and administrative expenses of $430,496 and
share-based payments of $436,125. All other expenses related to general working capital purposes.
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(8)

(9)

Net loss of $404,211 principally relates to general and administrative expenses of $409,530, sharebased payments of $301,786 and offset in part by $306,629 of flow-through premium discharged
during the period as the Company met the expenditure requirement. All other expenses related to
general working capital purposes.
Per share amounts are rounded to the nearest cent, therefore aggregating quarterly amounts may
not reconcile to year-to-date per share amount.

Factors, such as global market conditions and the general economic environment that have caused
variations in the results of the Company over the last eight quarters are discussed below in the “Liquidity
and Capital Resources” section.
Liquidity and Capital Resources
The activities of the Company, principally the development of resource opportunities, are financed through
the completion of equity transactions such as equity offerings and the exercise of stock options and
warrants. There is no assurance that future equity capital will be available to the Company in the amounts
or at the times desired by the Company or on terms that are acceptable to it, if at all. See “Caution Regarding
Forward-looking Statements” and “Risk Factors”.
The following table summarizes the Company’s working capital position:
As at
Working capital ($)
Working capital ratio (%)

December 31, 2018

December 31, 2017

580,436

639,077

2.1:1

4.1:1

The Company includes cash, receivables and investments in its capital management considerations. The
Company’s objectives when managing capital are to safeguard its ability to continue as a going concern so
that it can continue to provide returns for shareholders by maximizing investment returns through its potash
assets and investment portfolio. The Company manages capital in proportion to risk and manages the
investment portfolio and capital structure based on economic conditions and prevailing commodity pricing
and trends.
The following table is a summary of quantitative data about what the Company manages as capital:
As at
Cash
Receivables
Investments

December 31, 2018 ($)

December 31, 2017 ($)

975,158
32,954
2,771

464,905
201,602
9,820

Change ($)
510,253
(168,648)
(7,049)

The Company monitors these items to assess its ability to fulfill its ongoing financial obligations.
The Company relies on equity financings to maintain adequate liquidity to support its ongoing working
capital commitments.
The final 2019 budget will be allocated as follows (see “Caution Regarding Forward-looking Statements”):
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Expenditures
General & administrative budget (1)
Project Development (2)
Carrying costs to maintain properties in good standing
Miscellaneous
Total Expenditures
(1)

(2)

Funds Required
$2,400,000
$5,300,000
$400,000
$100,000
$8,200,000

Salaries and Benefits - $330,000; Contract Services - $850,000; Legal and Audit Services $220,000; Transfer Agent & Regulatory Fees - $90,000; and Office and Operating Costs - $750,000.
Drilling, coring and assaying - $3,000,000; Geology and engineering – $2,000,000; Costs
associated with negotiations with market partner- $300,000; Carrying costs to maintain properties
in good standing $400,000

Given that Gensource is still in the exploration phase and the Company has not earned any revenue since
its inception other than the sale from select portfolio investments, and while the Company intends to spend
the funds available to it as stated, there may be circumstances where, for sound business reasons, a
reallocation of funds may be necessary.
The Company should have sufficient funds to meet its 2019 budget (see Subsequent Event) although its
future plans and budgets may be subject to a cash injection. The Company will need to raise additional
funding in order to continue operations at the current level for the twelve-month period ending December
31, 2019, after the deferral of certain accounts payable to the extent practical. However, to meet long-term
business plans, exploring the Gensource potash assets and developing resource opportunities are an
important component of the Company’s financial success.
Off-Balance-Sheet Arrangements
As of the date of this MD&A, the Company does not have any off-balance-sheet arrangements that have,
or are reasonably likely to have, a current or future effect on the results of operations or financial condition
of the Company, including, and without limitation, such considerations as liquidity and capital resources.
Proposed Transactions
There are no proposed transactions of a material nature being considered by the Company. However, the
Company continues to evaluate properties and corporate opportunities to advance its exploration and
development objectives.
Transactions with Related Parties
The terms and conditions of the transactions with key management personnel and their related parties were
no more favourable than those available, or which might reasonably be expected to be available, in similar
transactions with non-related entities on an arm’s length basis.
Related parties include management, the Board of Directors, close family members and enterprises that
are controlled by these individuals as well as certain persons performing similar functions. The Company
entered into the following transactions with related parties:
a) During the year ended December 31, 2018, compensation, salaries and benefits of $1,222,000, (year
ended December 31, 2017 - $720,000) were paid to a director and officers of the Company or related
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companies controlled by the director and officers of the Company. They were included in general and
administrative expenses and exploration and evaluation assets.

FCON Consulting (1) (4) (**)
Rob Theoret (2) (4) (*)
101188810 Saskatchewan Ltd. (3) (4) (*)
Total
(1) Controlled

Year Ended
December 31,
2017
($)
360,000
180,000
180,000
720,000

by Chief Executive Officer.

(2) Compensation
(3) Controlled

Year Ended
December 31,
2018
($)
575,000
342,000
305,000
1,222,000

to the Chief Financial Officer.

by VP, Corporate Services.

(4) Includes

bonus milestone payments.

(*) Included

in general and administrative expenses.

(**) 0%

is included in exploration and evaluation assets for 2018 and 19% included in exploration
and evaluation asset for 2017.
During the year ended December 31, 2018, share-based payments of were rewarded to a director and
officers of the Company (year ended December 31, 2017 - $808,821).

Michael Ferguson
Paul Martin
Mark Stauffer
Dwayne Dahl
Calvin Redlick
Mike Mueller
T. Robert Theoret
Deborah Morsky
Total

Year Ended
December 31,
2018
($)
59,734
38,313
49,023
49,023
141,761
145,000
59,734
59,734
602,322

Year Ended
December 31,
2017
($)
160,108
76,676
76,676
116,045
59,100
nil
160,108
160,108
808,821

b) To the knowledge of the directors and executive officers of the Company as of December 31, 2018, the
common shares of the Company were widely held, which includes various small holdings which were
owned by directors and officers of Gensource. These holdings can change at any time at the discretion
of the owner.
The related party transactions were recorded at the exchange amount, which is the amount agreed to by
the related parties.
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New Accounting Standards adopted
IFRS 9 - Financial instruments
At January 1, 2018, the Company adopted the following and there was no material impact on the Company's
financial statements.
Effective January 1, 2018, the Company adopted IFRS 9. In July 2014, the IASB issued the final publication
of the IFRS 9 standard, which supersedes lAS 39, Financial Instruments: recognition and measurement
(lAS 39). IFRS 9 includes revised guidance on the classification and measurement of financial instruments,
new guidance for measuring impairment on financial assets, and new hedge accounting guidance. The
Company has adopted IFRS 9 on a retrospective basis, however, this guidance had no impact to the
Company's financial statements.
Under IFRS 9, financial assets are classified and measured based on the business model in which they are
held and the characteristics of their contractual cash flows. IFRS 9 contains the primary measurement
categories for financial assets: measured at amortized cost, fair value through other comprehensive income
(FVTOCI) and fair value through profit and loss (FVTPL).
The new hedge accounting guidance aligns hedge accounting more closely with an entity's risk
management objectives and strategies. IFRS 9 does not fundamentally change the types of hedging
relationships or the requirement to measure and recognize ineffectiveness; however, it allows more hedging
strategies used for risk management to qualify for hedge accounting and introduces more judgment to
assess the effectiveness of a hedging relationship, primarily from a qualitative standpoint. The Company
has elected to continue with lAS 39 for hedging. This does not have an effect on our reported results.
Below is a summary showing the classification and measurement bases of our financial instruments as at
January 1, 2018 as a result of adopting IFRS 9 (along with comparison to lAS 39).
Classification
Cash
Marketable securities
Accounts receivable and other receivables
Amounts payable and other liabilities
Lease liabilities

IAS 39
FVTPL
FVTPL
Loans and receivables (amortized cost)
Other financial liabilities (amortized cost)
Other financial liabilities (amortized cost)

IFRS 9
FVTPL
FVTPL
Amortized cost
Amortized cost
Amortized cost

As a result of the adoption of IFRS 9, the accounting policy for financial instruments as disclosed in the
Company’s December 31, 2017 financial statements has been updated as follows:
Financial assets
Financial assets are classified as either financial assets at fair value through profit or loss, amortized cost,
or fair value through other comprehensive income. The Company determines the classification of its
financial assets at initial recognition.
i) Financial assets recorded at fair value through profit or loss (“FVTPL”)
Financial assets are classified as fair value through profit or loss if they do not meet the criteria of amortized
cost or fair value through other comprehensive income. Gains or losses on these items are recognized in
profit or loss.
The Company’s marketable securities and cash are classified as financial assets measured at FVTPL.
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ii) Amortized cost
Financial assets are classified as measured at amortized cost if both of the following criteria are met and
the financial assets are not designated as at fair value through profit and loss: 1) the object of the
Company’s business model for these financial assets is to collect their contractual cash flows; and 2) the
asset’s contractual cash flows represent "solely payments of principal and interest".
Financial liabilities
Financial liabilities are classified as either financial liabilities at fair value through profit or loss or at
amortized cost. The Company determines the classification of its financial liabilities at initial recognition.
i) Amortized cost
Financial liabilities are classified as measured at amortized cost unless they fall into one of the following
categories: financial liabilities at fair value through profit or loss, financial liabilities that arise when a transfer
of a financial asset does not qualify for derecognition, financial guarantee contracts, commitments to
provide a loan at a below-market interest rate, or contingent consideration recognized by an acquirer in a
business combination.
The Company’s amounts payable and other liabilities do not fall into any of the exemptions and are therefore
classified as measured at amortized cost.
ii) Financial liabilities recorded fair value through profit or loss (“FVTPL”)
Financial liabilities are classified as fair value through profit or loss if they fall into one of the five exemptions
detailed above.
Transaction costs
Transaction costs associated with financial instruments, carried at fair value through profit or loss, are
expensed as incurred, while transaction costs associated with all other financial instruments are included
in the initial carrying amount of the asset or the liability.
Subsequent measurement
Instruments classified as FVTPL are measured at fair value with unrealized gains and losses recognized in
profit or loss. Instruments classified as amortized cost are measured at amortized cost using the effective
interest rate method. Instruments classified as FVOCI are measured at fair value with unrealized gains and
losses recognized in other comprehensive income.
Derecognition
The Company derecognizes financial liabilities only when its obligations under the financial liabilities are
discharged, cancelled, or expired. The difference between the carrying amount of the financial liability
derecognized and the consideration paid and payable, including any non-cash assets transferred or
liabilities assumed, is recognized in profit or loss.
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Expected Credit Loss Impairment Model
IFRS 9 introduced a single expected credit loss impairment model, which is based on changes in credit
quality since initial application. The adoption of the expected credit loss impairment model had no impact
on the Company’s financial statements.
The Company assumes that the credit risk on a financial asset has increased significantly if it is more than
30 days past due. The Company considers a financial asset to be in default when the borrower is unlikely
to pay its credit obligations to the Company in full or when the financial asset is more than 90 days past
due.
The carrying amount of a financial asset is written off (either partially or in full) to the extent that there is no
realistic prospect of recovery. This is generally the case when the Company determines that the debtor
does not have assets or sources of income that could generate sufficient cash flows to repay the amounts
subject to the write-off.
IFRS 15 Revenue from Contracts with Customers
On January 1, 2018, the Company adopted IFRS 15 – Revenue from Contracts with Customers. The new
standard includes a five step recognition and measurement approach for revenue arising from contracts
with customers, and includes new requirements for accounting for contract costs. Revenues arising from
financial instruments within the scope of IFRS 9 – Financial Instruments, specifically interest revenue and
loan fees, are excluded from the scope of IFRS 15. All other revenue streams are included within the scope
of IFRS 15.
IFRS 15 is effective for annual periods beginning on or after January 1, 2018. The adoption of this standard
did not have any significant impact on the Company’s financial statements.
IFRS 16 - Leases
In January 2016, the IASB issued IFRS 16, replacing IAS 17, “Leases”. IFRS 16 provides a single lessee
accounting model and requires the lessee to recognize assets and liabilities for all leases on its statement
of financial position, providing the reader with greater transparency of an entity’s lease obligations.
The Company did not apply IFRS 16 on a fully retrospective basis. The weighted average incremental
borrowing rate applied to lease liabilities on January 1, 2018 was 10%. The aggregate lease liability
recognized in the statement of financial position at January 1, 2018 and Company's operating lease
commitment at January 1, 2018 can be reconciled as follows:
Operating lease commitment at January 1, 2018
Effect of discounting those lease commitments at an annual rate of 10%
Total

$78,852
(18,949)
$59,903

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. Contracts that
convey the right to control the use of an identified asset for a period of time in exchange for consideration
are accounted for as leases giving rise to right-of-use assets.
At the commencement date, a right-of-use asset is measured at cost, where cost comprises: (a) the amount
of the initial measurement of the lease liability; (b) any lease payments made at or before the
commencement date, less any lease incentives received; (c) any initial direct costs incurred by the
Company; and (d) an estimate of costs to be incurred by the Company in dismantling and removing the
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underlying asset, restoring the site on which it is located or restoring the underlying asset to the condition
required by the terms and conditions of the lease, unless those costs are incurred to produce inventories.
A lease liability is initially measured at the present value of the unpaid lease payments. Subsequently, the
Company measures a lease liability by: (a) increasing the carrying amount to reflect interest on the lease
liability; (b) reducing the carrying amount to reflect the lease payments made; and (c) remeasuring the
carrying amount to reflect any reassessment or lease modifications, or to reflect revised in-substance fixed
lease payments. Each lease payment is allocated between repayment of the lease principal and interest.
Interest on the lease liability in each period during the lease term is allocated to produce a constant periodic
rate of interest on the remaining balance of the lease liability. Except where the costs are included in the
carrying amount of another asset, the Company recognizes in profit or loss (a) the interest on a lease liability
and (b) variable lease payments not included in the measurement of a lease liability in the period in which
the event or condition that triggers those payments occurs. The Company subsequently measures a rightof-use asset at cost less any accumulated depreciation and any accumulated impairment losses; and
adjusted for any re-measurement of the lease liability. Right-of-use assets are depreciated over the shorter
of the asset’s useful life and the lease term
Recent Accounting Pronouncements
IFRIC 23 - Uncertainty over Income Tax Treatments
IFRIC 23 clarifies the accounting for uncertainties in income taxes. The interpretation requires the entity to
use the most likely amount or the expected value of the tax treatment if it concludes that it is not probable
that a particular tax treatment will be accepted. It requires an entity is to assume that a taxation authority
with the right to examine any amounts reported to it will examine those amounts and will have full knowledge
of all relevant information when doing so.
IFRIC 23 is effective for annual reporting periods beginning on or after 1 January 2019. Earlier application
is permitted. The requirements are applied by recognizing the cumulative effect of initially applying them in
retained earnings, or in other appropriate components of equity, at the start of the reporting period in which
an entity first applies them, without adjusting comparative information. Full retrospective application is
permitted, if an entity can do so without using hindsight.
Capital Management
The Company's objectives are to safeguard the Company's ability to continue as a going concern in order
to support the Company's normal operating requirements, continue the development and exploration of its
mineral properties and to maintain a flexible capital structure which optimizes the costs of capital at an
acceptable risk.
The Company manages its capital structure and makes adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Company may issue new shares, issue new debt, acquire or dispose of assets or adjust the
amount of cash and cash equivalents.
At December 31, 2018, the Company's capital structure consists of the equity of the Company. The
Company is not subject to any externally imposed capital requirements. In order to maximize ongoing
development efforts, the Company does not pay dividends.
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As at
Cash
Receivables
Investments
Shareholders’ equity

December 31, 2018 ($)

December 31, 2017 ($)

975,158
104,261
2,771
14,585,924

464,905
201,602
9,820
12,111,410

Change ($)
510,253
(97,341)
(7,049)
2,474,514

The Company monitors these items to assess its ability to fulfill its ongoing financial obligations. Gensource
relies on cash flow generated from operations, ongoing cost cutting measures and additional financing, if
required, to maintain adequate liquidity to support its ongoing working capital commitments. As a result of
economic conditions and market uncertainty, Gensource may: streamline operational costs; preserve cash
to the extent possible; and adjust its strategy with respect to the disposition of securities to create additional
liquidity for opportunities that may become available and to fund working capital. The Company will require
a cash injection from either debt, funds from a new partner or from a private placement.
Financial Instruments and Risk Management
The Company’s financial risk management goals are to ensure that the outcome of activities involving
elements of risk are consistent with the Company’s objectives and risk tolerance, while maintaining an
appropriate risk/reward balance and protecting the Company’s statement of financial position from events
that have the potential to materially impair its financial strength. Balancing risk and reward is achieved
through identifying risk appropriately, aligning risk with overall business strategy, diversifying risk, pricing
appropriately for risk, mitigation through preventive controls, and transferring risk to third parties.
The long-term investment objective and strategy for the direct investment holdings remain unchanged. The
short-term corporate objective and strategy may be modified to reflect global economic, financial and
general market conditions, which will inevitably have an impact on the overall risk assessment of the
Company. Such modifications may include, among others, streamlining operational costs, preserving cash
to the extent possible, and adjusting the strategy for the disposition of securities to reflect market conditions.
The Company has invested primarily in the equity securities of Canadian resource issuers. Investors are
exposed to the risks and rewards of the Canadian resource sector.
The carrying value of cash, receivables, amounts payable and other liabilities approximates fair value due
to the relatively short-term maturity of these financial instruments. Fair value represents the amount that
would be exchanged in an arm's length transaction between willing parties and is best evidenced by a
quoted market price, if one exists.
The Company’s exposure to potential loss from financial instruments relates primarily to its investment
activities, and in particular, credit risk, liquidity risk, currency risk, and market risk including credit quality
and equity market fluctuation risk as described below.
Credit risk
Credit risk is the risk of financial loss to the Company if a counter-party to a financial instrument fails to
meet its contractual obligations; the Company's maximum exposure to credit loss is the book value of its
financial instruments. The Company is not exposed to any significant credit risk as at December 31, 2018.
The Company's cash is deposited with a major Canadian chartered bank and is held in highly-liquid
investments. The Company's receivables consist of commodity taxes receivables and are therefore not
subject to significant credit risk.
As at December 31, 2018, the aggregate gross credit risk exposure related to cash was $975,158 (2017 –
$464,905) and was entirely comprised of cash held with financial institutions with an “AA” credit rating or
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above and securities brokerage firms. As at December 31, 2018, the aggregate gross credit risk exposure
related to receivables was $104,261 (2017 – $201,602) and was primarily comprised of commodity taxes
receivables and other receivables.
Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they come due.
All of the Company's financial liabilities are due within one year. The Company manages liquidity risk
through the management of its capital structure. As at December 31, 2018, the Company had a total of
$975,158 in cash and $2,771 in investments to settle liabilities of $377,783.
The Company believes that its cash position and investments in marketable securities will not provide
adequate liquidity to meet all of the Company’s financial obligations and continue exploration activities for
at least the next twelve months. The Company anticipates completing additional financing to improve its
liquidity.
Currency risk
Currency risk is the risk that the fair value of, or future cash flows from, the Company’s financial instruments
will fluctuate because of changes in foreign exchange rates. The Company believes it is not significantly
exposed to foreign exchange risk at this time as its business activities are denominated in Canadian
currency. The Company may, however, be exposed to foreign exchange fluctuations, which could have a
significant adverse effect on its results of operations from time to time, should the Company enter into
foreign currency denominated transactions.
Market risk
Market risk is the risk of loss arising from adverse changes in financial market rates and prices, such as
interest rates, the trading price of equity and other securities, and foreign currency exchange rates. Market
risk is directly influenced by the volatility and liquidity in the markets in which the underlying assets are
traded. Market price fluctuations and fluctuations in the value of equity securities affect the level and timing
of recognition in earnings and comprehensive earnings of gains and losses on securities held. General
economic conditions, political conditions and many other factors can also adversely affect the stock markets
and consequently, the value of the equity securities held.
Fair values
Set out below is a comparison, by category, of the carrying amounts and fair values of all of the Company
financial instruments that are carried in the financial statements and how the fair value of financial
instruments is measured. Fair value is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. The fair value
hierarchy establishes three levels to classify the inputs to valuation techniques used to measure fair value.
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities. Level 2
inputs are quoted prices in markets that are not active, quoted prices for similar assets or liabilities in active
markets, inputs other than quoted prices that are observable for the asset or liability, or inputs that are
derived principally from or corroborated by observable market data or other means. Level 3 inputs are
unobservable (supported by little or no market activity). The fair value hierarchy gives the highest priority
to Level 1 inputs and the lowest priority to Level 3 inputs.
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Fair value hierarchy and liquidity risk disclosure

Cash and investments

Level 1
$

Level 2
$

Level 3
$

Total
$

As at December 31, 2017
As at December 31, 2018

474,725
977,929

nil
nil

nil
nil

474,725
977,929

Share Capital
The Company is authorized to issue an unlimited number of common shares. At December 31, 2017 and
2018, the Company has the following shares, warrants and options issued and outstanding:
December 31,

December 31,

2018

2017

365,757,342

321,261,676

Warrants

17,976,167

51,507,555

Options

29,510,607

26,410,607

413,244,116

399,179,838

Common shares outstanding

Fully diluted

At the date of this MD&A, the Company has the following shares, warrants and options issued and
outstanding:

Common shares outstanding
Warrants
Options
Fully diluted

365,757,342
3,305,488
25,718,859
394,781,689

Risk Factors
Gensource’s financial condition, results of operations and business are subject to certain risks which may
negatively affect the Company. Certain of these risks are described below. Additional risks not currently
known to the Company, or that the Company currently believes to be immaterial, may also affect and have
a negative impact on the business.
Commodity Price Fluctuations
The Company does not have any potash mining operations. The profitability of any such operations in which
the Company has, or may have an interest, will be significantly affected by changes in the market prices of
potash. Prices for potash fluctuate and have historically been subject to wide fluctuations and are affected
by numerous factors beyond the control of the Company such as the level of interest rates, the rate of
inflation, central bank transactions, world supply of potash, foreign currency exchange rates, international
investments, monetary systems and political developments. The exact effect of these factors cannot be
accurately predicted, but the combination of these factors may result in the Company not receiving
adequate returns on invested capital or the investments retaining their respective values.
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Operating Hazards and Risks
Mining operations generally involve a high degree of risk, which even a combination of experience,
knowledge and careful evaluation may not be able to overcome. Hazards such as unusual or unexpected
formations and other conditions can occur. Operations in which the Company has a direct or indirect interest
will be subject to all the hazards and risks normally incidental to exploration, development and production,
any of which could result in work stoppages, damage to or destruction of mines and other producing
facilities, damage to life and property, environmental damage and possible legal liability for any or all
damages. The Company may become subject to liability for pollution, cave-ins or hazards against which it
cannot insure or against which it may elect not to insure. Any compensation for such liabilities may have a
material, adverse effect on the Company’s financial position.
Exploration and Development
Development of the Company’s properties will only follow upon obtaining continuing satisfactory exploration
results and being able to obtain sufficient financing to continue the development and eventual commercial
production of potash. Mineral exploration and development are speculative in nature and involve a high
degree of risk and few properties which are explored are ultimately developed into producing mines. There
is no assurance that the Company’s mineral exploration and development activities will result in any
additional discoveries of reserves of potash or that the current reserves or resources will be developed to
production or be commercially viable. The long-term profitability of the Company’s operations will be in part
directly related to the cost and success of its exploration programs, which may be affected by a number of
factors.
Substantial expenditures are required to establish resources and reserves through drilling and development
and for mining and processing facilities and infrastructure. Although substantial benefits may be derived
from the discovery of a major mineralized deposit, no assurance can be given that minerals will be
discovered in sufficient quantities to justify commercial operations or that the funds required for
development can be obtained on a timely basis.
The marketability of any minerals acquired or discovered may be affected by numerous factors which are
beyond the Company’s control and which cannot be accurately foreseen or predicted, such as market
fluctuations, the global marketing conditions for minerals, the proximity and capacity of milling facilities,
mineral markets and processing equipment, and such other factors as government regulations, including
regulations relating to royalties, allowable production, importing and exporting minerals and environmental
protection.
Calculation of Reserves and Resources and Potash Recoveries
There is a degree of uncertainty attributable to the calculation of reserves and resources and the
corresponding grades to be mined and recovered. Until reserves or resources are actually mined and
processed, the quantities of mineralization and grades must be considered as estimates only.
Reclamation
There is a risk that monies allotted for land reclamation may not be sufficient to cover all risks, due to
changes in the nature of the waste rock or tailings and/or revisions to government regulations. Therefore,
additional funds, or reclamation bonds or other forms of financial assurance may be required over the tenure
of the project to cover potential risks. These additional costs may have a material adverse impact on the
financial condition and results of the Company.
Government Regulation
Operations, development and exploration on the Company’s properties are affected to varying degrees by
government regulations relating to such matters as environmental protection, health, safety and labour,
mining law reform, restrictions on production, price controls, tax increases, maintenance of claims, tenure,
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limitations on assignability or corporate ownership of mineral properties, and expropriation of property.
There is no assurance that future changes in such regulation, if any, will not adversely affect the Company’s
operations.
The activities of the Company require licenses and permits from various governmental authorities. While
the Company currently has been granted the requisite licenses and permits to enable it to carry on its
existing business and operations, there can be no assurance that the Company will be able to obtain all the
necessary licenses and permits which may be required to carry out exploration, development and mining
operations for its projects or to sell its projects or the Company itself.
Indigenous Peoples
Various international and national laws, codes, resolutions, conventions, guidelines, and other materials
relate to the rights of Indigenous peoples. The Company operates in some areas presently or previously
inhabited or used by Indigenous peoples. Many of these materials impose obligations on government to
respect the rights of Indigenous people. Some mandate that government consult with Indigenous people
regarding government actions which may affect Indigenous people, including actions to approve or grant
mining rights or permits. The obligations of government and private parties under the various international
and national materials pertaining to Indigenous people continue to evolve and be defined. The Company’s
current and future operations are subject to a risk that one or more groups of Indigenous people may oppose
continued operation, further development, or new development of the Company’s projects or operations.
Such opposition may be directed through legal or administrative proceedings or expressed in
manifestations such as protests, roadblocks or other forms of public expression against the Company’s
activities. Opposition by Indigenous people to the Company’s operations may require modification of or
preclude operation or development of the Company’s projects or may require the Company to enter into
agreements with Indigenous people with respect to the Company’s projects.
Environmental Factors
All phases of the Company’s operations are subject to environmental regulation in the various jurisdictions
in which it operates. Environmental legislation is evolving in a manner which will require stricter standards
and enforcement, increased fines and penalties for non-compliance, more stringent environmental
assessments of proposed projects and a heightened degree of responsibility for companies and their
officers, directors and employees. There is no assurance that future changes in environmental regulation,
if any, will not adversely affect the Company’s operations. Environmental hazards may exist on the
Company’s properties which are unknown to the Company at present which have been caused by previous
or existing owners or operators of the properties.
Title to Assets
Although the Company has or will receive title opinions for any properties in which it has a material interest,
there is no guarantee that title to such properties will not be challenged or impugned. The Company has
not conducted surveys of the leases or claims in which it holds direct or indirect interests. The precise area
and location of such leases or claims may be in doubt. The Company’s leases or claims may be subject to
prior unregistered agreements or transfers or native or indigenous land claims and title may be affected by
unidentified or unknown defects.
Uncertainty of Funding
The Company’s current operations do not generate any positive cash flow and it is not anticipated that any
positive cash flows will be generated in the near future. The Company has limited financial resources, and
the mineral claims in which the Company has an interest, or an option to acquire an interest, require
significant financial expenditures to be made by the Company. There can be no assurance that adequate
funding will be available to the Company to maintain these interests or, as applicable, to exercise its option
to acquire those interests once those options have been exercised.
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Further exploration work and development of the properties in which the Company has an interest or option
to acquire depend upon the Company’s ability to obtain financing through joint venturing of projects, debt
financing, or equity financing or other means. Failure to obtain financing on a timely basis could cause the
Company to forfeit all or parts of its interests in mineral properties or reduce or terminate its operations.
Competition and Agreements with Other Parties
The mining industry is intensely competitive in all of its phases, and the Company competes with many
companies possessing greater financial resources and technical facilities than itself. Competition in the
mining business could adversely affect the Company’s ability to acquire suitable producing properties or
prospects for mineral exploration in the future.
The Company may, in the future, be unable to meet its share of costs incurred under agreements to which
it is a party and the Company may have its interest in the properties subject to such agreements reduced
as a result. Furthermore, if other parties to such agreements do not meet their share of such costs, the
Company may be unable to finance the cost required to complete recommended programs.
Potential Conflicts of Interest
Certain directors and officers of the Company also serve as directors and officers of other public and private
companies, such as Gensource. Consequently, there exists the possibility that such directors will be in a
position of conflict of interest. Any decision made by such directors involving these other companies will be
made in accordance with applicable laws and the duties and obligations to deal fairly and in good faith with
the Company and these other companies. In addition, such directors must declare, and refrain from voting
on, any matter in which such directors may have a material conflict of interest.
The Company has not entered into non-competition and non-disclosure agreements with management
and has no current plans to do so. The Company may hire consultants and other geologists and technical
expertise but there is no guarantee that the Company will be able to retain personnel with sufficient
technical expertise to carry out future development of its properties.
Share Prices of Investments
Gensource’s investments in securities of public companies are subject to volatility in the share prices of the
companies. There can be no assurance that an active trading market for any of the shares is sustainable.
The trading prices of the shares could be subject to wide fluctuations in response to various factors beyond
the control of Gensource, including: quarterly variations in the investee companies' results of operations;
changes in earnings, if any; estimates or commentaries provided by research analysts; conditions in the
emerging resource exploration mining sector; and general market or economic conditions. In recent years,
equity markets have experienced extreme price and trading volume fluctuations. These fluctuations have
had a substantial effect on market prices, sometimes unrelated to the operating performance of the specific
companies. Such market fluctuations could adversely affect the market price of the Company’s investments,
which would have a significant negative impact on the Company’s operating results.
Concentration of Investments
Gensource’s investments are concentrated in the emerging resource mineral mining sector. The Company
expects to focus on a smaller number of larger sized transactions and therefore performance may be
disproportionately subject to adverse developments in the resource sector. There are currently no restrictions
on the proportion or the amount of Gensource’s funds that may be allocated to any particular investment.
Accordingly, the Company’s investment activities may be highly concentrated in a limited number of
investments, or a particular segment within the mineral resource sector. The consequence of this type of
concentration is that the Company’s financial results may be substantially adversely affected by the
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unfavourable performance of any one of the limited number of investments or the particular segment within
the mineral mining sector.
Thinly Traded Securities
Gensource has in the past invested in common shares of publicly traded companies and holds common
share purchase warrants in public companies that are characterized by thin, and sometimes uneven, trading
volumes and are potentially subject to highly volatile price movements. One of the factors used when
determining the valuation of warrants held in the Company’s investment portfolio is price volatility; therefore,
the theoretical valuation of warrants for thinly traded companies may be understated or overstated as a
result.
Private Company Investments and Illiquid Securities
Gensource, from time to time, holds investments in private companies. As there may not be an active
market for such securities, Gensource’s ability to react quickly to market conditions or negotiate the most
favourable terms for exiting such investments may be restricted. Investments in private companies may
offer relatively high potential returns but will also be subject to a relatively high degree of risk. There can
be no assurance that a public market will develop for private company investments that may be held by
Gensource or that Gensource will otherwise be able to realize a return on such investments. Gensource
also invests in illiquid securities of public companies. The Company is exposed to the risk of increased
losses or smaller gains as a result of the time between when the decision is made to sell such an investment
and the monetization of such investment.
Disclosure Controls
Management has established processes to provide them with sufficient knowledge to support
representations that they have exercised reasonable diligence to ensure that (i) the financial statements do
not contain any untrue statement of 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 is made, as
of the date of and for the periods presented by the financial statements; and (ii) the financial statements
fairly present in all material respects the financial condition, results of operations and cash flows of the
Company, as of the date of and for the periods presented.
In contrast to the certificate required for non-venture issuers under National Instrument 52-109 Certification
of Disclosure in Issuers’ Annual and Interim Filings (“NI 52-109”), the Company uses the Venture Issuer
Basic Certificate filed by the Company, which does not include representations relating to the establishment
and maintenance of disclosure controls and procedures (“DC&P”) and internal control over financial
reporting (“ICFR”), as defined in NI 52-109. In particular, the certifying officers filing such certificate are not
making any representations relating to the establishment and maintenance of:
i)

controls and other procedures designed to provide reasonable assurance that information required
to be disclosed by the issuer in its annual filings, interim filings or other reports filed or submitted
under securities legislation is recorded, processed, summarized and reported within the time periods
specified in securities legislation; and

ii)

a process to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with the issuer’s GAAP
(IFRS).

The Company’s certifying officers are responsible for ensuring that processes are in place to provide them
with sufficient knowledge to support the representations they are making in such certificate. Investors
should be aware that inherent limitations on the ability of certifying officers of a venture issuer to design and
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implement on a cost-effective basis DC&P and ICFR as defined in NI 52-109 may result in additional risks
to the quality, reliability, transparency and timeliness of interim and annual filings and other reports provided
under securities legislation.
Outlook
For the immediate future, the Company intends to raise additional financing to continue with day-to-day
operation, confirmation drilling and other resource confirmation activities as well as engineering and
environmental studies as part of project development. The Company continues to monitor its spending and
will amend its plans based on business opportunities that may arise in the future.
Subsequent Events
1. Subsequent to December 31, 2018, 14,670,679 warrants of January 20, 2019 expired unexercised.
2. Subsequent to December 31, 2018, 2,550,000 options expired unexercised.
3. Subsequent to December 31, 2018, 2,741,748 option were exercised at an exercise price of $0.10.
These options were to expire on January 22, 2019.
4. Subsequent to December 31, 2018, the Company issued 1,500,000 stock options to certain
directors of the Company at an exercise price of $0.105 and are exercisable for a period of 5 years.
These options vest immediately.
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