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The following is management’s discussion and analysis ("MD&A") of the financial condition and interim results of 
operations of Ginguro Exploration Inc. (the “Company”) for the three month period ended March 31, 2014.  This 
discussion and analysis should be read in conjunction with the accompanying financial statements and attached 
notes, as well as the Company’s audited consolidated financial statements, notes and MD&A for the year ended 
December 31, 2013, including the section on risks.   

Overview of the Company 

Ginguro is a resource exploration company engaged in the acquisition, exploration and advancement of gold 
properties in the Americas.  

Exploration Activities 

Pardo Paleo-Placer Gold Property 

The Company’s Pardo property is a paleo-placer gold property located approximately 65 km north-east of Sudbury, 
Ontario.  A portion of the Pardo property (87.5 sq. km) is owned 100% by Ginguro (the “Pardo 100% owned claims”) 
and the balance (the “Pardo JV claims”) (33 sq. km) is owned through a joint venture (the “Joint Venture”) with 
Endurance Gold Corporation (“Endurance”).  See “Pardo Arbitration Proceedings” below.   

Drilling at the Pardo property up to the end of 2012 has identified a gold-bearing channelized conglomerate reef 
system that is approximately 11 km by 4 km in extent. The reef remains open along the channel extension.  Drilling 
and geological analysis has demonstrated geologic processes at work that are similar to those that created the 
world's largest gold deposits in the Witwatersrand basin of South Africa. 

During the third quarter of 2013, the Company was successful in identifying new areas of surface gold mineralization.  
Notably, the Company made separate finds of high grade gold mineralization at two zones within the Pardo JV 
claims.  These two zones, known as the “007 Zone” and the “Eastern Reef,” are 600 meters apart from one another 
and are located in the north-central portion of the Pardo JV claims. 

Pardo Arbitration Proceedings 

In the first quarter of 2012, the Company vested an initial 55% ownership in the Pardo JV Claims and concurrently 
executed a definitive joint venture agreement (the “Joint Venture Agreement”) with Endurance Gold Corporation 
(“Endurance”).  In the third quarter of 2013, after completing a program  fully funded  by  Ginguro  (as  Endurance  did  
not  financially  contribute  or  participate  in  the program), Ginguro delivered notice to Endurance that the Company 
had increased its interest in the Pardo JV Claims to approximately 71%.   

Endurance has since tried to participate in the program retroactively even though it chose not to financially contribute 
to the program when it had the opportunity to do so.  Accordingly, during the fourth quarter of 2013, Ginguro 
commenced arbitration proceedings against Endurance to confirm and enforce Ginguro’s rights under the Joint 
Venture Agreement and protect its increased interest in the Pardo JV Claims.   

In the arbitration, Endurance is challenging the work program and budget that it approved through its representation 
on the Joint Venture management committee.  Ginguro believes that Endurance is making these complaints and 
trying to increase its interest in the Joint Venture  as a result of the recent favourable discovery by Ginguro of two 
separate findings of  high  grade  gold  mineralization  on  the  Pardo  JV Claims.  

In response to Ginguro’s initiation of the arbitration proceedings, Endurance has served Ginguro with a statement of 
defence and counterclaim in which Endurance alleges certain breaches of the Joint Venture Agreement and seeks 
damages.  Ginguro disputes the allegations and is in the process of preparing its defence to such allegations, which it 
will present at an arbitration hearing that is anticipated to be held in the third quarter of 2014.   

Although Ginguro maintains that, as a result of it having funded the most recent Joint Venture program, its interest in 
the Pardo Joint Venture has increased from an initial 55% to approximately 71%, the Company’s exact ownership 
percentage in the Pardo JV cannot be determined until a decision is made by the presiding arbitrator.  It is presently 
anticipated that such decision will occur in the third quarter of 2014. 

Notwithstanding the current arbitration proceedings, an exploration program on the Pardo JV claims was approved by 
the Pardo JV Management Committee in May of 2014.   

Initial work will consist of a continuation of the prospecting, stripping and channel sampling started last year, which 
led to the high grade gold discoveries of the 007 and Eastern Reef Zones. The new program also includes 
geophysical assessment by ground penetrating radar of the sedimentary rocks associated with the gold bearing 
layers and a radon gas survey that will be used to search for buried high grade gold shoots similar to the 007 Zone.   

In addition, as part of the 2014 program, a study of the primary distribution of gold on the Pardo JV claims will be 
undertaken. This study will be conducted under the direction of Jim Tilsley, a recognized expert in determining best 
sampling procedures in complex gold deposits. It is anticipated that the study, which will include drilling of new 
boreholes as well as special large diameter holes, will establish the technical framework for future drilling to assist in 
defining any mineral resource. 

While the 2014 program and budget for $1.3MM has been approved by the Joint Venture Management Committee, 
Endurance has until June 1, 2014 to decide whether to participate financially or dilute.  In the event that Endurance 
elects to participate, the parties have agreed that Endurance will initially participate at a “funding level” of 36.5% and 
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Ginguro at 63.5%.  Ownership percentages at the time of the formation of the Joint Venture in 2012 were Ginguro 
55% and Endurance 45%.  The “funding level” agreed by the parties, in order to facilitate the commencement of the 
2014 program, does not reflect the parties' actual joint venture interests, which will be determined in the 
arbitration.  Should Endurance elect not to participate financially, Ginguro is prepared to fund 100% of the $1.3MM 
program and thereby increase its overall joint venture interest. 

Latvian Exploration Letter of Intent 

Subsequent to the end of the first quarter of 2014, the Company signed a non-binding Letter of Intent (“LOI”) with the 
government of Latvia in respect of potential mineral exploration of the Kurzeme Complex in Latvia.  

Ginguro has been expressing interest in exploration of Latvian subterranean depth since 2011. For two years, the 
Company has been collaborating with local Latvian scientists and initial research results indicate both the potential 
and need for further exploration.  Latvia is underlain by the Fennoscandian Shield, considered Europe’s richest ore 
reserve domain. This geological structure has seen an enormous increase in mining activities in other jurisdictions 
during the last few years.  

The Kurzeme Complex is the largest layered mafic intrusion of the Fennoscandian shield.  It has the geology that is 
required for hosting deposits of Copper, Nickel and Platinum Group metals. This territory covers 9,300 sq. km. and is 
perhaps the largest unexplored layered mafic intrusion in the world.  Its location in Latvia, on one of Europe’s most 
important transportation corridors, makes it an ideal area for modern mineral exploration and for sustainable mining in 
Europe. 

Other properties 

The Company did not undertake any substantive exploration on any of its other properties in the first quarter of 2014. 

Outlook 

During 2013, the price of gold, the primary metal for which the Company is exploring, experienced a significant 
weakening, followed by a modest recovery in the early part of 2014 and, most recently, a reduction in volatility.  This 
weakening in the gold price is viewed as a signal that the downturn, both in the mineral exploration equities markets 
and in the broader equities markets, may persist. 

Accordingly, the Company’s plans for the near term are to conduct focused low-cost exploration activities, to monitor 
market fundamentals, and to ensure that the Company is well positioned to continue to advance its properties and to 
weather a longer term continuance of this market downturn. 

Results from Operations 

For the first quarter of 2014, the Company reported a net loss of $94,596 ($Nil per share), compared to a net loss of 
$165,850 ($Nil per share) for the first quarter of 2013.  This variance is primarily attributable to deferred income tax 
expense of $117,923 being recognized in the first quarter of 2013, as compared to a deferred tax recovery of $34,106 
being recognized in the first quarter of 2014.  This variance was partially offset by office and general expenditures for 
the current quarter increasing by $46,101, to $124,453, over 2013 first quarter office and general expenditures of 
$78,352 and by the absence of any recognition of flow through share premium income in the first quarter of 2014, as 
compared to $34,650 of flow through premium income having been recognized in the first quarter of 2013. 

Revenues 

As an exploration stage company, the Company does not generate revenue from operations. 

Expenses 

For the three months ended March 31, 2014, total expenses were $155,188, representing an increase of $51,141 
over 2013 first quarter expenses of $104,047.  This increase is primarily attributable to a $46,101 increase in office 
and administrative expenditures, which, in turn, was primarily attributable to increased administrative payroll costs. 

Deferred exploration expenditures 

During the first quarter of 2014, the Company incurred, and capitalized to mineral properties, $170,065 of exploration 
expenditures and carrying costs, $166,592 of which were in respect of the Company’s Pardo paleo-placer gold 
property.  A total of $3,473 of exploration expenditures were capitalized to other properties during the period. 

Further details regarding expenditures capitalized to the Pardo Property during the year to date are contained in Note 
5 of the Company’s March 31, 2014 condensed interim financial statements. 

Summary of quarterly results 

Quarterly results for each of the past 8 quarters ending March 31, 2014 are as follows: 

 
 

2014  
 

2013  
 

2012 

 Q1  Q4  Q3 Q2 Q1  Q4 Q3  Q2 

Total revenues  -  - - - -  - - - 

Net income (loss)  (94,596)  (1,637,569) (176,944) (20,555) (165,850)  2,905,509 (29,497) (131,307) 

Net income (loss)/share Nil  (0.03) Nil Nil Nil  0.05 (0.01) Nil 
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Variances in the Company’s quarterly net income or loss are largely attributable to variances in non-cash quarterly 
expenditures, such as the write down of deferred exploration expenditures, stock-based compensation and tax effects 
relating to the renunciation of flow through expenditures (including the recognition of flow through share premium 
income), which are generally of a non-recurring in nature.   

There were no significant non-cash items recognized during the first quarter of 2014.  During the fourth quarter of 
2013, the Company recognized an impairment loss in the amount of $2,006,032, resulting in an above average loss 
for that quarter.  During the third quarter of 2013, the Company recognized $125,000 of stock-based compensation, 
along with a write down of deferred exploration expenditures in the amount of $53,358.  During the second quarter of 
2013, the Company recognized $29,138 of flow through premium income, resulting in a lower than average loss for 
the quarter.  During the first quarter of 2013, the Company recognized deferred income tax expense of $117,923, 
resulting in an above average loss during that quarter.   

During the fourth quarter of 2012, the Company recognized a non-recurring gain on the disposal of mineral properties 
in the amount of $4,391,071.  As the proceeds received in respect of the underlying dispositions consisted 
predominantly of shares and warrants of the acquiring company, this gain is substantively a non-cash transaction.  
Net cash proceeds received in respect of these dispositions were $186,134.  There were no significant non-cash 
items recognized during the third quarter of 2012, other than flow through share premium income of $65,000, which 
reduced the loss that would otherwise have been recognized in that quarter.  Included in the net loss realized in the 
second quarter of 2012 was a $76,000 charge in respect of stock-based compensation expense, which was partially 
offset by $53,300 of flow through premium income being recognized during that period. 

Excluding the impact of the aforementioned items, quarterly expenditures have generally increased over the past 3 
quarters, as compared to the 5 preceding quarters.  This increase is primarily attributable to increased corporate 
payroll costs.  Going forward, it is anticipated that quarterly cash general and administrative expenditures (which 
excludes project generation and evaluation expenditures) will be approximately $125,000 per quarter. 

Financial Condition 

As an exploration stage company, the Company’s liquidity position decreases as expenses are incurred.  To mitigate 
this liquidity risk, the Company budgets both exploration and administrative expenditures and closely monitors its 
liquidity position.  The Company’s cash position as at March 31, 2014 was $2,139,083 and its net working capital 
position was $2,397,963. The decrease in the Company’s cash position from the beginning of the year is detailed in 
the Cash Flow section below. 

The Company currently has sufficient cash to fund exploration and administrative expenditures through the balance 
2014 and 2015. The Company will be required to complete additional equity financings in order to fund exploration 
and administrative expenditures beyond these timelines. 

Share capital 

During the first quarter of 2014, the Company issued 473,000 common shares in connection with the exercise of 
warrants.  Total common shares outstanding as at March 31, 2014 and May 28, 2014 were 83,408,806. 

During the first quarter of 2014, 250,000 options of the Company expired unexercised. Total options outstanding as at 
March 31, 2014 and May 28, 2014 were 6,015,000 and 6,340,000, respectively. 

During the first quarter of 2014, 473,000 warrants of the Company were exercised. Total warrants outstanding as at 
March 31, 2014 and May 28, 2014 were 18,320,666. 

Cash Flow 

The cash position of the Company decreased by $273,051 during the year to date, bringing the cash balance at 
quarter end to $2,139,083. The following is a condensed summary of the Company’s cash flows for the current 
quarter, with comparative figures for 2013. 

 Three months ended March 31 

 2014 2013 

 Cash, beginning of year  2,412,134  1,456,484 

 Cash used in operations  (281,436) (225,936) 

 Cash from financing activities 78,450 - 

 Cash used in investing activities (70,065) (164,324) 

 Net decrease in cash for the year to date (273,051) (390,260) 

 Cash end of period  2,139,083 1,066,224 

 

Off-Balance Sheet Arrangements 

The Company has no off-balance sheet arrangements.  
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Financial and Other Instruments 

The Company has not made use of any hedging or other financial instruments, and is not exposed to significant 
interest rate or credit risks. 

Transactions with Related Parties 

Salaries paid, or otherwise accrued, to key management (defined as the CEO, the CFO, and the Chairman of the 
Company) in respect of the first quarter of 2014 totalled $103,125.  

Accounting Standards and Policies 

Critical accounting estimates 

Critical accounting estimates used in the preparation of the Company’s financial statements include the carrying 
value of mining interests, the valuation of stock based compensation, contingencies, and income taxes.  All of these 
accounting estimates require the Company to exercise a considerable amount of judgement.  These accounting 
estimates are discussed further in the notes to the Company’s December 31, 2013 consolidated financial statements. 

Adoption of new accounting policies 

Accounting policies that were adopted January 1, 2014 are discussed in note 4 of the Company’s March 31, 2014 
condensed consolidated interim financial statements. 

Future accounting pronouncements 

Future accounting pronouncements that have been issued but are not yet effective are those that are discussed in 
note 4 of the Company’s December 31, 2013 consolidated financial statements but are not referenced in note 4 of the 
Company’s March 31, 2014 condensed consolidated interim financial statements as having been adopted effective 
January 1, 2014. 

Risks and Uncertainties 

The Company’s business of mineral exploration has a high level of inherent risk associated with it.  Although the 
Company is optimistic about the potential of its properties, there is no guarantee that any further mineral deposits will 
be identified or that, if further deposits are identified, it will be economically feasible to put them into production.  The 
Company’s exploration activities may also be affected by changes in environmental and other governmental 
regulation. 

Due to their inherent limitations, disclosure controls and procedures and internal controls over financial reporting may 
not prevent or detect misstatements, errors or fraud. Control systems, no matter how well conceived or operated, can 
not provide absolute assurance that the objectives of the control systems will be met. 

Additional information relating to risks associated with the Company’s business activities are detailed under the 
heading “Risk Factors” in the Company’s prospectus dated August 21, 2007, which is available on SEDAR at 
www.sedar.com. 

Qualified Person and references to historical estimates 

The scientific and technical data included in this MD&A has been reviewed by Richard Murphy, P.Geo., the 
Company’s President and CEO and a Qualified Person pursuant to National Instrument 43-101. 

Additional Information 

Additional information relating to the Company is available on SEDAR at www.sedar.com. 

Forward Looking Statements 

Certain statements with respect to the Company and its business included in, or incorporated by reference into, this MD&A may 
constitute forward-looking information within the meaning of applicable securities laws in Canada (“forward-looking information”). 
The words “anticipates”, “believes”, “estimates”, “expects”, “forecasts”, “intends”, “potential”, “targeted”, “plans”, “projects”, 
“schedule”, and similar expressions, or statements that events, conditions or results "will", "may", “might”, "could" or "should" occur 
or be achieved and similar expressions are often intended to identify forward-looking information, although not all forward-looking 
information contains these identifying words.  Forward-looking statements are statements about the future and are inherently 
uncertain and actual achievements of the Company or other future events or conditions may differ materially from those reflected in 
the forward-looking statements due to a variety of risks, uncertainties and other factors, including, without limitation, those referred 
to in this MD&A under the heading "Risk and Uncertainties". The Company believes that the expectations reflected in this forward-
looking information are reasonable but no assurance can be given that these expectations will prove to be correct and such forward-
looking information included in, or incorporated by reference into, this MD&A should not be unduly relied upon.  

The Company disclaims any intention or obligation to update or revise any forward-looking statements, whether as a result of new 
information, future events, or otherwise, save and except as may be required by applicable securities laws. 

Dated May 28, 2014 

 


