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Management’s Discussion and Analysis (“MD&A”) 

Quarterly Highlights  

 
This MD&A of GoviEx Uranium Inc. (the “Company” or “GoviEx”), dated November 16, 2018, provides a brief 

update on the Company’s business activates, financial condition, and financial performance for the nine months 
ended September 30, 2018, and excludes information discussed in its most recent annual MD&A. It should be 
read in conjunction with the Company’s condensed interim consolidated financial statements for the nine months 
ended September 30, 2018 (the “Financial Statements”), audited consolidated financial statements for the year 
ended December 31, 2017 and MD&A for the year ended December 31, 2017.   
 
All of the financial information presented here is expressed in U.S. dollars, unless otherwise indicated.  
 

Description of Business 
 
GoviEx is a mineral resource company focused on the exploration and development of uranium projects in Africa. 
The Company currently holds a 100% interest in its Madaouela project in Niger, its Mutanga project in Zambia 
and Falea project in Mali. The Company’s principal objective is to become a uranium producer through the 
continued exploration and development of these uranium projects.  
 
The Company is based in Vancouver, British Columbia, Canada; its common shares are listed on the TSX 
Venture Exchange (“TSX-V”) under the symbol “GXU”, and also trade on the OTCQB Venture Market in the 
United States under the symbol “GVXXF”.  

Additional information related to GoviEx is available on the Company’s website www.goviex.com or under the 
Company’s profile on SEDAR at www.sedar.com 

This MD&A contains forward-looking statements that are related to the Company’s activities and future financial 
results. In the opinion of management, all adjustments considered necessary for a fair presentation have been 
included. The results for the current periods are not necessarily indicative of the results for any future periods. 
The Company cautions investors that any forward-looking statements by the Company are not guarantees of 
future performance as they are subject to significant risks and uncertainties as disclosed in the 2017 annual 
MD&A, which may cause projected results of events to differ materially from actual results or events.  
 

Highlights 

 
a) On March 2, 2018, the Company announced a Termination Agreement and Mutual Release (the 

“Termination Agreement”) with Toshiba Corporation (“Toshiba”) whereby both parties agreed to settle 
a bond purchase agreement entered on April 18, 2012. On April 26, 2018, pursuant to the terms of the 
Termination Agreement, the Company made $4.5 million cash payment to Toshiba. On July 9, 2018 the 
Company announced the conclusion of the Termination Agreement and recognized $5 million gain from 
this settlement.  

b) On April 5, 2018, the Company announced significant positive results of a membrane separation review 
study focused on optimizing the capital and operating costs of the Madaouela project.  

c) On June 5, 2018, the Company closed a non-brokered private placement for gross proceeds of $4.7 
million (CAD $6.1 million). 

d) On September 19, 2018, the Company announced the appointment of SRK Consulting (UK) Ltd (“SRK”) 
and SGS Bateman (Pty) Ltd. (“SGS”) as the consultants for the completion of a feasibility study for 
Madaouela project.  
 

http://www.goviex.com/
http://www.sedar.com/
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Madaouela Project, Niger  

The Madaouela Project, located in the heart of a historically prolific uranium producing district, originally consisted 
of seven contiguous tenements, known as Madaouela I, II, III, IV, Anou Melle, Eralrar and Agaliouk (the 
“Madaouela Project”). The Madaouela Project was initially acquired in June 2007 for Euro 32 million (Euro 25 
million paid) pursuant to mining conventions between Niger government and the Company. A final payment of 

Euro 7 million would be due when, among other things, one of the Madaouela Project tenements is formally 
converted from an exploration license to a mining permit.  
 

On January 26, 2016, a 10-year mine permit was granted for the Madaouela I tenement. Under the terms of the 
2006 Niger mining code and the Company’s mineral conventions, the Company is required to transfer a 10% 
free-carried equity interest in the shares of a Nigerien company that will be formed to hold the Madaouela I mining 
permit, to the Niger government. In addition, the Niger government has the right to acquire, in cash or in kind, at 
fair market value up to an additional 30% equity interest in the project.  
 
On June 13, 2018, Niger Ministry made an election to hold only the free carried interest 10% in the Nigerien 
company, and requested the final Euro 7 million acquisition payment. In addition, the Niger government has 
requested annual area taxes of $2.2 million (CFA 1,216 million) related to the Madaouela I mining permit. Under 
Niger’s mining code an area tax will only start to become payable by the Nigerien company once it is incorporated. 
The Company is actively negotiating these items, including the timing and terms of the Euro 7 million payment, 
with Niger government. 
 
In September 2018, the Company engaged SRK and SGS to commence a feasibility study for Madaouela project. 
The feasibility study would allow the Company to include the positive effects of certain optimizations, which were 
not available at the time the pre-feasibility study was produced:  
 

 The addition of Agaliouk Exploration Permit (announced November 15, 2017) adds 11.67 million pounds 
(Mlb) U3O8 in the Measured and Indicated categories, and 9.35 Mlb U3O8 in the Inferred category.  

 The inclusion of membrane separation in the Madaouela Project process design could potentially reduce 
operating and capital costs, which may significantly improve project economics. The review study results 
(announced April 5, 2018), while based on the pre-feasibility study inputs, are preliminary in nature and 
require further technical studies; however, these initial results are sufficiently relevant to support their 
inclusion of membrane separation in the feasibility study for the Madaouela Project.  

 
 

Toshiba Bond Settlement 

On April 18, 2012, the Company entered into a bond purchase agreement with Toshiba, as subsequently 
amended, pursuant to which the Company issued the following to Toshiba (collectively, the “Bond Financing”):  
 
a) a $30 million convertible debenture (the “Bond A”) at an interest rate of 15% compounded annually and 

maturing April 19, 2019. On June 19, 2014, following the Initial Public Offering, the Company redeemed the 
Bond A by issuing 28,395,466 common shares to Toshiba for a total value of $60.3 million including interest. 

 
b) a 200,000 pounds uranium loan at an interest rate of 12% compounded annually and maturing April 19, 

2020, subject to early redemption. The principal and interest are stated in pounds of U3O8, and at maturity 
date the Company would have to repay Toshiba a total of 495,193 pounds of U3O8 including interest accrued.   

 
The Bond Financing was secured by a floating charge on all assets of the Company in Niger.  
 
Concurrent with the Bond Financing, the Company entered into a Sale and Purchase of Uranium 
Concentrates Agreement (the “Off-take Agreement”) whereby Toshiba had the right and obligation to 
purchase up to 600,000 pounds of U3O8 per year for 14 years commencing January 1, 2019.  

On February 28, 2018, the Company signed the Termination Agreement with Toshiba to settle the uranium 
loan, terminate the Off-take Agreement, and provide a mutual release to each other in accordance with the 
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terms and conditions set out in the Termination Agreement. On April 26, 2018, the Company paid Toshiba 
$4.5 million in cash. 

As a part of the Termination Agreement, Toshiba entered into a share purchase agreement (“SPA”) with 
Linkwood Holdings Pte Ltd. (“Linkwood”) to whom Toshiba agreed to sell 28,395,466 common shares of 
GoviEx it holds for $4.5 million.  

On July 3, 2018, the Company entered into a short-term loan agreement with Linkwood and advanced $2.75 
million to Linkwood in order to allow Linkwood to complete the SPA. The $2.75 million loan is for a period of 
six months with an optional three-month extension at an interest rate of 9.5% per annum.  

On July 9, 2018, the Company announced the conclusion of the Termination Agreement. As a result, a $5.06 
million gain was recognized in the profit and loss during the nine months ended September 30, 2018.   

 

Results of Operations  

The Company’s results have been largely driven by the level of its mineral property maintenance costs, 
exploration activities and corporate strategic initiatives. The Company has had no revenue from mining 
operations since its inception. 
 
During the nine months ended September 30, 2018, the Company recorded a net income of $0.9 million 
compared to a net loss of $3.3 million for the same period in 2017. Quarterly fluctuations in income or loss have 
mainly been driven by non-cash fair value on the uranium loan, derivative liability and share-based payments.  
 

Exploration and evaluation expenses 
 
Exploration and evaluation expenditures can vary depending on the stages and priorities of the exploration 
program.  
 
During the nine months ended September 30, 2018, the Company incurred total $1.5 million care and 
maintenance expenditures including $0.81 million in Niger, $0.43 million in Zambia, and $0.26 million in Mali. 
Among those expenditures, 43% were for local personnel costs, with the remaining expenditures cover office 
rental, supplies, technical consultants, governmental fees, and camp costs.  
 

General and administrative expenses  
 
General administrative expenses are mainly comprised of salaries and general corporate head office expenses. 
The scale and nature of the Company’s corporate and administrative activity have remained relatively consistent 
over the periods presented. Fluctuations in expenses are driven by the timing of certain expenses are made such 
as investor relation activities, travel and insurance.  
 
The $1.4 million administrative and general office expenses incurred during nine months ended September 30, 
2018, were mainly comprised of 58% corporate salaries, followed by 17% in investor relations. The remaining 
expenditures relate to Vancouver head-office costs, professional fees, and regulatory filing and stock exchange 
listing required to operate the Company as a publicly traded company. 
 
On February 28, 2018, the Company terminated agreement with Palisade Global Investments Ltd. who was 
engaged on February 1, 2017, to assist the Company to expand liquidity and investor awareness through focused 
marketing, distribution and research.  
 
On July 9, 2018, the Company engaged Red Cloud Klondike Strike Inc. (“Red Cloud”) to provide capital market 
advisory services including roadshows and social media support for the Company at a monthly rate of CAD 
$10,000 for an initial term of six months and thereafter on a monthly basis. Pursuant to the terms of the 
engagement, the Company granted Red Cloud 500,000 stock options exercisable at CAD $0.22 per share until 
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July 9, 2021 subject to earlier termination. These stock options will vest 25% on October 9, 2018, 25% every 
three-months thereafter.  
 
On September 25, 2018, the Company granted 9,880,000 stock options to its directors, officers, and employees 
exercisable at CAD $0.215 until September 25, 2023. 25% of the granted options were vested on September 25, 
2018 and thereafter 25% on each anniversary until fully vested. As a result, $256,083 in addition to those 
expenses related to vested stock options from previous grants were recognized in the share-based payment 
during the nine months ended September 30, 2018.  
 
The following table sets forth a comparison of information for the previous eight quarters ending with September 
30, 2018:  
 

(in thousands of U.S. dollars except 

for per share amounts) Q3'18 Q2'18 Q1'18 Q4'17 Q3'17 Q2'17 Q1'17 Q4'16 

$ $ $ $ $ $ $ $ 

Exploration and evaluation (469)      (406)      (626)      (584)      (511)      (645)      (712)      (546)      

General and administrative (364)      (624)      (414)      (504)      (261)      (528)      (428)      (462)      

(833)      (1,030)   (1,040)   (1,088)   (772)      (1,173)   (1,140)   (1,008)   

Foreign exchange gain (loss) 7            (116)      (175)      45          85          120       (6)           (86)        

Gain (loss) on derivative liability -             -             -             112       309       997       (915)      (283)      

Gain (loss) on marketable securities 21          (7)           (112)      -             -             -             -             -             

Interest and other 71          11          18          (6)           4            -             509       20          

Interest on uranium loan -             (262)      (223)      (251)      (214)      (208)      (232)      (191)      

Gain (loss) on uranium loan -             4,049    1,013    (1,301)   (54)        1,543    (1,450)   1,161    

Share-based payment (305)      (66)        (112)      (60)        (116)      (320)      (312)      (208)      

Write-off of assets -             -             -             (160)      -             -             -             -             

Net (loss) income for period (1,039)   2,579    (631)      (2,709)   (758)      959       (3,546)   (595)      

(Loss) income per share (0.00)     0.01      (0.00)     (0.01)     (0.00)     0.00      (0.01)     (0.00)     

 
Liquidity and Capital Resources 

 
The Company is currently at an advanced exploration and development stage with no source of operating cash 
flow, and has been dependent on raising funds through the issuance of shares and/or debt arrangements. 
Material increases or decreases in the Company’s liquidity and capital resources will be determined by the 
success of the Company in renewing its mineral licenses, maintaining its mining permits and obtaining equity or 
other sources of financing.  
 
During the nine months ended September 30, 2018, the Company spend $3.3 million in operating activities, paid 
$4.5 million cash to Toshiba to have settled the uranium loan, closed a non-brokered private placement for gross 
proceeds of $4.7 million, received $1.0 million from warrants and stock option exercises, and lent $2.75 million 
to Linkwood which is due by no later than April 3, 2019.  
 
With respect of the Madaouela 1 mining permit, the Company is actively negotiating with Niger government for 
the final acquisition payment of Euro 7 million ($8.1 million) and $2.2 million annual area taxes from 2016 to 
2018. Under Niger’s Mining Code an area tax will only start to become payable by the Nigerien company once it 
is incorporated. 

The Company is also required to incur certain exploration expenditures when exploration licenses are granted or 
renewed for the Madaouela Project and Falea project.  
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As of November 16, 2018, the Company has approximately $0.5 million cash on hand. The ability of the Company 
to continue its exploration and development activities is dependent on the continuing success of its uranium 
project development coupled with its ability to secure additional funding through equity, debt, joint venture or 
other means of financing. Failure to obtain such additional financing could result in material uncertainty of the 
Company’s ability to continue as a going concern.  

 
Transactions with Related Party 

 
The Company is a party to a shareholders’ cost-sharing agreement with a private company, Global Mining 
Management Corp. (“GMM”), pursuant to which GMM provides the Company with furnished office space, 
equipment and communications facilities, administrative, finance and accounting support and certain corporate 
personnel in Vancouver, British Columbia.  
 
All transactions with related parties acting in their capacity as officers and directors of the Company have 
occurred in the normal course of the Company’s operations and have been measured at their fair value as 
determined by management.  

Key management, consisting of personnel having authority and responsibility for planning, directing, and 
controlling the Company, includes the Board of Directors, Executive Chairman, CEO and CFO. 
 

Outstanding Share Capital  

As of November 16, 2018, the Company has:  

 394,945,673 class A common shares issued and outstanding;  

 36,655,000 options outstanding with exercise prices ranging from CAD $0.10 to $2.15; and  

 155,920,927 share purchases warrants exercisable ranging $0.075 to $0.28 expiring from June 10, 2019 
through December 22, 2021. 
 

Financial Instrument Risks 
 
The board of directors has overall responsibility for the establishment and oversight of the Company’s risk 
management framework. The Company examines the various financial instrument risks to which it is exposed 
and assesses the impact and likelihood of those risks. There has been no change to the Company’s approach 
to either capital management or management of financial instrument risks during the nine months ended 
September 30, 2018.  
 

Accounting Policy Change 
 
Effective January 1, 2018, the Company adopted IFRS 9, Financial Instruments, retrospectively without 
restatement of prior year financial statements. On adoption of IFRS 9, there were no other changes to the 
measurement and classifications of the Company’s financial assets or financial liabilities other than the 
reclassification of the marketable securities, as per Note 2(b) in the Financial Statements.  
 

Off Balance Sheet Arrangements 
 
The Company has no off-balance sheet arrangements, no capital lease agreements and no long-term 
obligations other than those contained in Note 13, Commitments and Contingencies to the Financial 
Statements.  
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Proposed Transactions 
 
As is typical of the mineral exploration and development industry, the Company periodically reviews potential 
acquisition, dispositions, investment, joint venture and other opportunities that could enhance shareholder value. 
There are no proposed transactions that would be considered by management to constitute a material change, 
if completed, in the affairs of the Company as at the date hereof. 

 

Note to U.S. Readers 
 
The Company uses Canadian Institute of Mining, Metallurgy and Petroleum definitions for the terms “measured 
resources”, “indicated resources” and “inferred resources”. U.S. investors are advised that while the terms 
“measured resources”, “indicated resources” and “inferred resources” are recognized and required by Canadian 
regulations, including National Instrument 43-101 (“NI 43-101”), the Securities and Exchange Commission (the 
“SEC”) does not recognize these terms. Accordingly, information contained in this MD&A contains descriptions 
of mineral deposits that may not be comparable to similar information made public by U.S. companies that are 
not required to comply with NI 43-101 and that are subject to the reporting requirements under the U.S. federal 
securities laws and the rules and regulations thereunder. The SEC permits U.S. companies, in their filings with 
the SEC, to disclose only those mineral deposits that a company can economically and legally extract or produce. 
U.S. readers are cautioned not to assume that any part or all of the material in these categories will be converted 
into reserves. It should not be assumed that any part of an inferred mineral resource will ever be upgraded to a 
higher category. 

 

Forward Looking Statements 

 
The MD&A contains certain statements that may be deemed "Forward-Looking Statements".  Forward-Looking 
Statements may include, but is not limited to, statements with respect to the future financial and operating 
performance of the Company, its subsidiaries and affiliated companies, its mining projects, the future prices of 
uranium, the estimation of mineral resources, the realization of mineral resource estimates, costs of production, 
capital and exploration expenditures, costs and timing of the development of new deposits, costs and timing of 
the development of new mines, costs and timing of future exploration, requirements for additional capital, 
governmental regulation of mining operations and exploration operations, timing and receipt of approvals, 
licences, and conversions under applicable mineral legislation, environmental risks, title disputes or claims, 
limitations of insurance coverage and the timing and possible outcome of pending regulatory matters. Often, but 
not always, forward-looking statements can be identified by the use of words such as ‘‘plans’’, ‘‘expects’’, ‘‘is 
expected’’, ‘‘budget’’, ‘‘scheduled’’, ‘‘estimates’’, ‘‘forecasts’’, ‘‘intends’’, ‘‘anticipates’’, or ‘‘believes’’ or variations 
(including negative variations) of such words and phrases, or state that certain actions, events or results ‘‘may’’, 
‘‘could’’, ‘‘would’’, ‘‘might’’ or ‘‘will’’ be taken, occur or be achieved.  These statements reflect the Company’s 
current expectations regarding future events and operating performance and speak only as of the date of this 
MD&A.  In addition, the factors described or referred to in the section entitled “Financial Risks and Management 
Objectives” in the MD&A for the year ended December 31, 2017, of GoviEx, which is available on the SEDAR 
website at www.sedar.com, should be reviewed in conjunction with the information found in this MD&A. 


