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Nova Lithium Corp. 

 

Management’s Discussion and Analysis of Results of 

Operations and Financial Condition of Nova Lithium Corp. 

For the three months ended September 30, 2022 

(Expressed in Canadian Dollars) 

 

Introduction 

 

The following Management Discussion and Analysis (“MD&A”) of Nova Lithium Corp. (the 

“Company”) has been prepared by management in accordance with the requirements of National 

Instrument 51-102 (“NI 51-102”) as of November 29, 2022 and should be read in conjunction with the 

condensed consolidated interim financial statements of the Company for the three months ended 

September 30, 2022, together with the audited consolidated financial statements of the Company and the 

notes thereto for the year ended June 30, 2022 and the Annual MD&A for the year then ended. The 

Company’s financial statements have been prepared under International Financial Reporting Standards 

(“IFRS”). The information contained herein is not a substitute for detailed investigation or analysis on any 

particular issue. The information provided in this document is not intended to be a comprehensive review 

of all matters and developments concerning the Company.   

 

All financial information in this MD&A has been prepared in accordance with IFRS and all dollar 

amounts are quoted in Canadian dollars, the reporting and functional currency of the Company, unless 

specifically noted.  

 

Overview 

 

The Company was originally incorporated as Halcyon Ventures Inc. on March 7, 2017 under the Business 

Corporations Act (British Columbia) (the “BCBCA”). On June 11, 2021, the Company changed its name 

from Halcyon Ventures Inc. to Nova Lithium Corp. The Company’s head office and principal business 

address is Suite 306, 1110 Hamilton Street, Vancouver, BC, V6B 2S2. The Company is primarily 

engaged in the acquisition, exploration and development of lithium brine and lithium clay properties. 

 

Exploration Activities 

 
Deer Musk West Project 

 

On March 12, 2021, the Company acquired a 100% interest in certain mineral claims known as the Deer 

Musk West Project (the “DMW Project”) by the issuance of 2,000,000 shares with a fair value of $40,000 

from Emigrant Springs Gold Corporation. The claims encompass a total area of approximately 1550 

hectares (3832 acres) of public land in southern Clayton Valley, Nevada, USA, and have potential to host 

lithium brines and/or clay-stones subject to exploration success. 

 

On March 27, 2021, the Company retained the services of Raymond P. Spanjers to prepare an initial 

technical report on the DMW Project in compliance with National Instrument 43-101 (the “Technical 

Report”).  

 

On April 12, 2021, the Company received an exploration proposal from Advanced Geologic Exploration, 

Inc. (“Advanced Geologic”) to carry out first phase exploration activities on the DMW Project. Phase 1 

exploration activities will concentrate on developing the background geologic science for characterizing 

the lithium-rich brines and sediments. This will include a combination of geophysical tools, using seismic 

and gravity surveys, and conducting a robust soil survey program of the upland lithium sources as well as 

subsurface samples from the Clayton Valley basin. Advanced Geologic will also incorporate a document 
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and field geologic research program into the soil sampling activities to develop a clear picture of the 

intended drill targets.  

 

In July 2021, Advanced Geologic initiated the first phase exploration program as identified and 

recommended by Raymond P. Spanjers in the Technical Report. 

 

On May 12, 2022, the Company established a wholly owned Nevada subsidiary, Nova Lithium USA 

Corp., to hold title to the DMW Project. 

  

Results of Operations 

 

Quarterly Results 

 

The following is a summary of the Company’s financial results for the last eight quarters: 

 
 

 September 30, 

 2022 

June 30, 

 2022 

March 31, 

 2022 

December 31, 

 2021 

Revenue   $ Nil $ Nil $ Nil $ Nil 

Loss and comprehensive 

loss for the period   (148,390) (63,216) (15,186) (71,416) 

Exploration and  

evaluation assets  464,161 414,689 401,991 401,991 

Total assets  676,619 781,867 794,276 808,928 

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

 
 

 September 30, 

 2021 

June 30, 

 2021 

March 31, 

 2021 

December 31, 

 2020 

Revenue   $ Nil $ Nil $ Nil $ Nil 

Loss and comprehensive 

loss for the period   (14,766) (149,797) (17,824) (16,108) 

Exploration and  

evaluation assets  401,991 327,923 101,324 - 

Total assets  834,421 860,017 233,074 13,981 

Loss per share  (0.00) (0.01) (0.00) (0.16) 

 

Results for the three months ended September 30, 2022 

 

The Company incurred a net loss of $148,390 for the three months ended September 30, 2022, as 

compared to a net loss of $14,766 for the three months ended September 30, 2021.  

 

Expenses details are as follows: 

• Share-based compensation of $42,500 (2021 - $Nil) – the difference is due to the grant of stock 

options in the current period using the Black-Scholes pricing model. 

• Consulting fees of $25,795 (2021 - $3,333) – the difference is due to increased contracting in the 

current period. 

• Professional fees of $52,108 (2021 - $8,127) – the difference is due to an increase in the 

Company’s legal and accounting, and other professional fees in relation to the preparation of its 

prospectus and filing statement.    
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• Filing fees of $12,000 (2021 - $Nil) – the difference is due to the Company listing its shares on the 

Canadian Securities Exchange. 

• Rent expense of $Nil (2021 - $3,150) – the difference is due to the Company terminating a lease 

agreement for office space in the prior year. 

• General and administrative expenses $6,987 (2021 - $156) – the difference is due to an increase in 

administrative activity.  

• Advertising and promotion expenses of $9,000 (2021 - $Nil) – the difference is due to an increase 

in promotional expenses. 

 

Liquidity and Capital Resources  

 

The Company will continue to require funds for exploration work, as well as to meet its ongoing day-to-

day operating expenses and will continue to rely on equity financing during such period. There can be no 

assurance that financing will be available to the on terms satisfactory to the Company. The Company does 

not have any other commitments for material capital expenditures over the near and long term other than 

as disclosed above plus normal operating expenses. 

 

Since incorporation, the Company’s capital resources have been limited. The Company has relied 

principally upon the issuance of equity securities to acquire interests in mineral properties. 

 

The Company had working capital of $132,425 as at September 30, 2022.  

 

On March 9, 2021, the Company closed a non-brokered private placement at a price of $0.02 per unit for 

proceeds of $200,000. The Company issued an aggregate of 10,000,000 units, with each unit consisting of 

one common share and one share purchase warrant. Each warrant is exercisable into one common share 

of the Company at a price of $0.10 per share for a period of 36 months. 

 

On March 12, 2021, the Company issued 2,000,000 common shares at a price of $0.02 per share for a fair 

value of $40,000 relating to the acquisition of the DMW Project. 

 

On April 30, 2021, the Company issued 827,000 common shares at a price of $0.05 per share for proceeds 

of $41,350. 

 

On April 30, 2021, the Company issued 100,000 common shares at a price of $0.05 per share for services 

rendered. 

 

On May 31, 2021, the Company closed a non-brokered private placement at a price of $0.10 per unit for 

total proceeds of $711,000. The Company issued an aggregate of 7,110,000 units, with each unit 

consisting of one common share and one share purchase warrant. Each warrant is exercisable into one 

common share of the Company at a price of $0.50 per share for a period of 24 months. 

 

On May 31, 2021, the Company issued 300,000 units at a price of $0.10 per unit in consideration for the 

settlement of $30,000 in debt.  Each unit consisted of one common share and one share purchase warrant, 

with each warrant exercisable into one common share of the Company at a price of $0.50 per share for a 

period of 24 months. 

 

While the information in this MD&A has been prepared in accordance with IFRS on a going concern 

basis, which presumes the realization of assets and discharge of liabilities in the normal course of 

business for the foreseeable future, there are conditions and events that cast significant doubt on the 
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validity of this presumption. The Company’s ability to continue as a going concern is dependent upon 

achieving profitable operations and upon obtaining additional financing.  While the Company is making 

its best efforts in this regard, the outcome of these matters cannot be predicted at this time. 

 

Disclosure of Outstanding Security Data 

 
As at the date of this MD&A, the Company had the following: 

 

• 20,437,100 shares outstanding 

 

• Options 

 
Exercise price 

($) Number of options Expiry Date 

   
0.10 850,000 July 21, 2025 

0.10 600,000 November 16, 2026 

   
 1,450,000  

 

• Warrants  
 

Exercise price 

($) Number of warrants Expiry Date 

   
     0.50 7,410,000 May 31, 2023 

     0.10 10,000,000 March 9, 2024 

   
 17,410,000  

 

Off Balance Sheet Arrangements 

 

There are no off-balance sheet arrangements to which the Company is committed. 

 

Transactions with Related Parties 

 

As at September 30, 2022, the accounts payable and accrued liabilities included $3,750 (2021 - $600) due 

to related parties. This is comprised of the following: 

 

• $600 (2021 - $600) due to Michael Gheyle, a former director of the Company; and 

• $3,150 (2021 - $Nil) due to Patrick M. O’Flaherty Inc., a company controlled by Patrick 

O’Flaherty, the Chief Financial Officer and a director of the Company. 

 

These amounts are unsecured and non-interest bearing with no stated terms of payment. 

 

During the three months ended September 30, 2022, the Company had the following transactions with 

related parties: 

 

• $Nil (2021 - $3,333) was paid to Cascadia Developments Corp., a company controlled by Mr. 

Gheyle, for consulting and advisory services; 

• $9,000 (2021 - $Nil) was paid or accrued to Patrick M. O’Flaherty Inc. for consulting services;  
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• $15,000 (2021 - $Nil) was paid or accrued to Port Mercantile Holdings (BC) Ltd., a company 

controlled by Ryan Arthur, a director of the Company, for consulting services; and 

• $42,500 (2021 - $Nil) was incurred from the grant of 850,000 incentive stock options to various 

directors and officers of the Company. 

 

Critical Accounting Estimates 

 

The preparation of financial statements in accordance with IFRS requires management to make estimates 

and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 

assets and liabilities at the date of the financial statements and the reported amounts of revenue and 

expenses during the reporting period. Actual reports could differ from management’s estimates.  

 

Adoption of New and Amended Accounting Standards 

 

Please refer to the audited consolidated financial statements for the years ended June 30, 2022 and 2021. 

 

Financial Instruments 

 

Please refer to the audited consolidated financial statements for the years ended June 30, 2022 and 2021. 

 

Proposed Transactions 

 

There are no proposed transactions that have not been disclosed herein. 

 

Contingencies 

 

There are no contingent liabilities.  

 

Additional Disclosure for Venture Issuers without Significant Revenue 

 

Exploration and Evaluation Assets 
 

The Company records its interests in exploration and evaluation assets and areas of geological interest at 

cost. All direct and indirect costs relating to the acquisition of these interests are capitalized on the basis 

of specific claim blocks or areas of geological interest until the assets to which they relate are placed into 

production, sold or management has determined there to be impairment. These costs will be amortized on 

the basis of units produced in relation to the proven reserves available on the related property following 

commencement of production.   

 

The recorded cost of exploration and evaluation asset interests is based on cash paid, the assigned value of 

share considerations issued for exploration and evaluations and exploration and development costs 

incurred. The recorded amount may not reflect recoverable value as this will be dependent on the 

development program, the nature of the mineral deposit, commodity prices, adequate funding and the 

ability of the Company to bring its projects into production. 

 

The Company defers all exploration expenses relating to exploration and evaluations assets and areas of 

geological interest until the properties to which they relate are placed into production, sold or abandoned 

or management has determined there to be impairment. These costs will be amortized over the proven 

reserves available on the related property following commencement of production. 
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Please refer to the audited consolidated financial statements for the years ended June 30, 2022 and 2021 

for details of the Company’s exploration and evaluation assets.  

 

Forward-looking Information 

 

Certain information in this MD&A, including all statements that are not historical facts, constitutes 

forward-looking information within the meaning of applicable Canadian securities laws. Such forward-

looking information may include, but is not limited to, information which reflect management’s 

expectations regarding the Company’s future growth, results of operations (including, without limitation, 

future production and capital expenditures), performance (both operational and financial) and business 

prospects (including the timing and development of new deposits and the success of exploration 

activities) and opportunities. Often, this information includes words such as “plans”, “expects” or “does 

not expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or 

“does not anticipate” or “believes” or variations of such words and phrases or statements that certain 

actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. 

 

In making and providing the forward-looking information included in this MD&A, the Company’s 

assumptions may include among other things: (i) assumptions about the price of metals; (ii) that there are 

no material delays in the optimisation of operations at the properties; (iii) assumptions about operating 

costs and expenditures; (iv) assumptions about future production and recovery; (v) that there is no 

unanticipated fluctuation in foreign exchange rates; and (vi) that there is no material deterioration in 

general economic conditions. Although management believes that the assumptions made and the 

expectations represented by such information are reasonable, there can be no assurance that the forward-

looking information will prove to be accurate. By its nature, forward-looking information is based on 

assumptions and involves known and unknown risks, uncertainties and other factors that may cause the 

Company’s actual results, performance or achievements, or results, to be materially different from future 

results, performance or achievements expressed or implied by such forward-looking information. Such 

risks, uncertainties and other factors include among other things the following: (i) decreases in the price 

of metals; (ii) the risk that the Company will continue to have negative operating cash flow; (iii) the risk 

that additional financing will not be obtained as and when required; (iv) material increases in operating 

costs; (v) adverse fluctuations in foreign exchange rates; and (vi) environmental risks and changes in 

environmental legislation. 

 

This MD&A contains information on risks, uncertainties and other factors relating to the forward-looking 

information (see “Risks and Uncertainties”). Although the Company has attempted to identify factors that 

would cause actual actions, events or results to differ materially from those disclosed in the forward-

looking information, there may be other factors that cause actual results, performances, achievements or 

events not to be anticipated, estimated or intended. Also, many of the factors are beyond the Company’s 

control. Accordingly, readers should not place undue reliance on forward-looking information. The 

Company undertakes no obligation to reissue or update forward looking information as a result of new 

information or events after the date of this MD&A except as may be required by law. All forward-looking 

information disclosed in this document is qualified by this cautionary statement. 

 

Risks and Uncertainties 

 

Early stage – Need for additional funds 

 

The Company has no history of profitable operations and its present business is at an early stage. As such, 

the Company is subject to many risks common to such enterprises, including undercapitalization, cash 

shortages and limitations with respect to personnel, financial and other resources and the lack of revenues. 



Nova Lithium Corp.  

Management’s Discussion & Analysis 

For the three months ended September 30, 2022 

 

- 7 - 

There is no assurance that the Company will be successful in achieving a return on shareholders’ 

investments and the likelihood of success must be considered in light of its early stage of operations.  

 

The Company has no source of operating cash flow and no assurance that additional funding will be 

available to it for further exploration and development of its projects when required.  

 

Although the Company has been successful in the past in obtaining financing though the sale of equity 

securities, there can be no assurance that the Company will be able to obtain adequate financing in the 

future or that the terms of such financing will be favorable. Failure to obtain such additional financing 

could result in the delay or indefinite postponement of further exploration and development of its 

properties. 

 

Operating Hazards and Risks 

 

Mining operations involve many risks, which even a combination of experience, knowledge and careful 

evaluation may not be able to overcome. In the course of exploration, development and production of 

mineral properties, certain risks, and in particular, unexpected or unusual geological operating conditions 

including rock bursts, cave-ins, fires, flooding and earthquakes may occur. Operations in which the 

Company has a direct or indirect interest will be subject to all the hazards and risks normally incidental to 

the exploration, development and production of metals, any of which could result in 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 damage. 

 

Environmental Regulations, Permits and Licenses 

 
The Company’s operations are subject to various laws and regulations governing the protection of the 

environment, exploration, development, production, taxes, labour standards, occupational health, waste 

disposal, safety and other matters. Environmental legislation provides for restrictions and prohibitions on 

spills, releases or emissions of various substances produced in association with certain mining industry 

operations, such as seepage from tailings disposal areas, which would result in environmental pollution. A 

breach of such legislation may result in impositions of fines and penalties. In addition, certain types of 

operations require the submission and approval of environmental impact assessments. Environmental 

legislation is evolving in a direction of stricter standards and enforcement, and higher fines and penalties 

for non-responsibility for companies and directors, officers and employees. The cost of compliance with 

changes in governmental regulations has the potential to reduce the profitability for companies and 

directors, officers and employees. The cost of compliance with changes in governmental regulations has 

the potential to reduce the profitability of operations. The Company intends to fully comply with all 

environmental regulations. 

 

Failure to comply with applicable laws, regulations, and permitting requirements may result in 

enforcement actions, including orders issued by regulatory or judicial authorities causing operations to 

cease or be curtailed, and may include corrective measures requiring capital expenditures, installation of 

additional equipment, or remedial actions. Parties engaged in mining operations may be required to 

compensate those suffering loss or damage by reason of mining activities and may have civil or criminal 

fines or penalties imposed for violations of applicable laws or regulations and, in particular, 

environmental laws. 

 

Amendments to current laws, regulations and permits governing operations and activities of mining 

companies, or more stringent implementation thereof, could have a material adverse impact on the 
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Company and cause increases in capital expenditures or productions costs, a reduction in the level of 

production at producing properties, or require abandonment or delays in the development of new mining 

properties. 

 

Competition and Agreements with Other Parties 

 

The mining industry is intensely competitive in all its phases. The Company competes with other 

companies that have greater financial resources and technical capacity. Competition could adversely 

affect the Company’s ability to acquire suitable properties or prospects 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 it may have its interest in properties subject to such agreements reduced as a result. Also, 

if other parties to such agreements do not meet their share of such costs, the Company may not be able to 

finance the expenditures required to complete recommended programs. 

 

Price Volatility of Public Stock 

 

In recent years securities markets have experienced extremes in price and volume volatility. The market 

price of securities of many early stage companies, among others, have experienced fluctuations in price 

which may not necessarily be related to the operating performance, underlying asset values or prospects 

of such companies. It may be anticipated that any market for the Company’s securities will be subject to 

market trends generally and the value of the Company’s securities may be affected by such volatility. 

 

Economic Conditions 

 

Unfavorable economic conditions may negatively impact the Company’s financial viability as a result of 

increased financing costs and limited access to capital markets. 

 

Dependence on Management 

 

The Company is very dependent upon the personal efforts and commitment of its existing management. 

To the extent that management’s services would be unavailable for any reason, a disruption to the 

operations of the Company could result, and other persons would be required to manage and operate the 

Company. 

 

Conflicts of interest 

 

The Company’s directors and officers may serve as directors and officers or may be associated with other 

reporting companies or have significant shareholdings in other public companies. To the extent that such 

other companies may participate in business or asset acquisitions, dispositions or ventures in which the 

Company may participate, the directors and officers of the Company may have a conflict of interest in 

negotiating and concluding terms respecting the transaction. If a conflict of interest arises, the Company 

will follow the provisions of the BCBCA in dealing with conflicts of interest. These provisions state that 

where a director/officer has such a conflict, the director must arrange a meeting of the board to disclose 

his interest and must refrain from voting on the matter unless otherwise permitted by the BCBCA. In 

accordance with the laws of the Province of British Columbia, the directors and officers of the Company 

are required to act honestly, in good faith and in the best interests of the Company. 


