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INCA ONE GOLD CORP.

Management Discussion & Analysis
For the Three Months Ended July 31, 2015 and 2014

The following information, prepared as of September 28, 2015, should be read in conjunction with the
unaudited condensed interim consolidated financial statements of Inca One Gold Corp. (“the Company” or
“Inca One™) for the three months ended July 31, 2015 (the “July 2015 Interim Financial Statements). This
MD&A is the responsibility of management and has been reviewed and approved by the Board of Directors
of the Company. All financial amounts are expressed in Canadian Dollars, unless otherwise indicated.

The July 2015 Interim Financial Statements have been prepared in conformity with International Accounting
Standard (“IAS”) 34, Interim Financial Reporting, using the same accounting policies as detailed in the
Company’s audited consolidated financial statements for the year ended April 30, 2015. The July 2015
Interim Financial Statements do not include all the information required for complete annual financial
statements in accordance with International Financial Reporting Standards (“IFRS”), as issued by the
International Accounting Standards Board ("IASB") and interpretations of the International Financial
Reporting Interpretations Committee ("IFRIC") and therefore should be read together with the audited annual
financial statements for the year ended April 30, 2015 and the related MD&A for the year then ended.

General Overview

Inca One was incorporated on November 9, 2005, and is engaged in the business of developing toll milling
operations in Peru, to service government permitted small scale miners. The Company, through its Peruvian
subsidiary Chala One SAC, (“Chala One”) has acquired an existing Peruvian mineral processing plant (the
“Chala Plant”), which the Company has successfully upgraded to approximately 100 tonnes per day (“TPD”)
capacity.

In recent years the Peruvian government instituted a formalization process for informal miners as part of its
efforts to regulate their activities. The deadline for registering informal miner concessions expired on April
19, 2014 and online Peruvian news sources have recently reported that the government has started to deploy
aggressive measures to eradicate any remaining illegal miners in Peru. While the Company is aware of the
tensions created by the foregoing it intends to continue with its business plan to source high grade gold mill
feed from legally recognized Peruvian artisanal and small scale miners.

The Company continues to actively evaluate other potential mineral projects including additional toll milling
operations. Inca One is listed for trading on the TSX Venture Exchange (the “TSX-V”) under the symbol
“I0”, on the Frankfurt Stock Exchange under the symbol “SU9.F”, and the Santiago Stock Exchange Venture
under the symbol “IOCL”.
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Operational and Financial Highlights

The following is a summary of the Chala Plant’s production statistics for three months ended July 31, 2015
(“QI fiscal 2016 or “Q1 2016”) and April 30, 2015 (“Q4 fiscal 2015 or “Q4 2015”). Note that the Chala
Plant commenced commercial production on February 1, 2015, and therefore no operational comparative
figures are applicable for the three months ended July 31, 2014 ( “QI fiscal 2015” or “Q1 2015”) .

Quarter over Quarter highlights Q12016 Q4 2015 Variance %
Tonnes processed (t) 7,453 4,433 68.1%
Average daily processing volume (t)* 88 52 69.2%
Mineral grade (0z/t) 0.80 0.84 -4.8%
Gold sold (0z) 4,438 3,159 40.5%
Silver sold (0z) 5,669 2,262 150.6%
Sales ($) 6,549,870 4,304,802 52.2%
Gross operating margin ($) 435,499 131,142 232.1%
Gross operating margin % 6.65% 3.05% 118.0%
Gross margin / ounce of gold sold ($) 98 42 133.33%
Gross margin / ton processed ($) 58 30 93.3%

! Based on a 28.5 day monthly utilization period

Highlights during Q1 fiscal 2016 include:
e Total gold and silver sales of $6,549,870 with total cost of goods sold of $6,114,371 and gross margin
of $435,499 or 6.65%);
7,453 tonnes of mineral was processed with an average gold grade of 0.80 oz/t;
Average daily processing volume of 88 TPD (based on a 28.5 day monthly utilization period);
Purchased approximately 7,332 tonnes of gold-bearing material;
Entered into an agreement to purchase a desorption plant and chemical laboratory to better maximize
plant efficiency and lower operating costs;
e Closed the second and third tranches of the USD convertible loan for gross proceeds of USD$500,000
and USD$400,000, respectively; and
e Closed a non-brokered debenture financing for gross proceeds of USD$500,000.

Operating Activity — Q1 2016 Compared to Q4 2015

During Q1 2016, the Company processed a total of 7,453 tonnes of gold-bearing material with an average
grade of 0.80 oz/t compared to 4,433 tonnes of gold-bearing material with an average grade of 0.84 oz/t
during Q4 2015. Q1, 2016 was the second quarter of commercial production with continued ramp up while
the grade of gold-bearing material remained relatively consistent.

The average daily processing volume (based on a 28.5 day monthly utilization period) during Q1 2016 was 88
TPD compared to 52 TPD during Q4 2015. Q1 2016 production figures include 21 days during which the
Chala Plant operated at its full 100 TPD capacity and from which the Company successfully ramped up
production to a high of 119 TPD on certain days (all TPD amounts based on a 28.5 day monthly utilization
period).
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During Q1 2016, the Company sold 4,438 ounces of gold and 5,669 ounces of silver compared to 3,159
ounces of gold and 2,262 ounces of silver sold during Q4 2015, with the increase a result of the ramp up of
production. The gross margin per gold ounces sold during Q1 2016 amounted to $98 compared to $42 during
Q4 2015, an increase of $56 arising primarily from the increase in average daily processing volume relative to
certain fixed operational costs.

The Company also achieved various operating improvements during Q1 2016 such as the purchase of a
desorption plant and chemical laboratory to better maximize plant efficiency and lower operating cost,
implement adjustments to the leaching circuit and grind size of the mill feed to improve recovery, and began
expansion of the tailings pond.

Chala Plant — Commercial Production (effective February 1, 2015)

As above, the Company has recently accomplished many integral targets including increased average daily
processing volume, and purchasing targets since commercial production began February 1, 2015. Over the
first two quarters of fiscal 2016 the Company expects to optimize operating results by enacting initiatives to
improve both mineral purchasing terms and recovery rates which are key factors driving operating
profitability. During Q3 and Q4 of fiscal 2016 the Company anticipates it will begin to benefit from these
operating initiatives and realize greater gross margins and profitability.

Mineral Purchasing

A key component of the business is mineral purchasing. The Company continues to enact initiatives to
improve the efficiency and effectiveness of the mineral purchasing team including incentive programs, mini-
games, and establishing targets for quantity, grade, and price with a gold grade target of 25 grams per tonne
(“gpt”). To accomplish a relatively steady mill feed for the Chala Plant the Company has entered into various
multi-delivery letters of agreement (“LOA”). The Company’s target is to have approximately 1,500 tonnes per
month under LOA’s, or 50% of the total expected 3,000 tonnes per month to supply the expanded operating
capacity. The balance of the mill feed is expected to come from ongoing spot purchases in the market.

Property, Plant and Equipment

As at July 31, 2015, total plant upgrade costs and capitalized pre-operating costs was $5,678,142 (April 30,
2015 - $5,241,843) which includes $nil (April 30, 2015 — $1,712,199) of incidental revenue generated during
the pre-operating period and $nil (April 30, 2015 - $264,531) of capitalized interest. During the three months
ended July 31, 2015, the Company reclassified $339,088 of VAT in Peru previously included in pre-operating
expenses as a result of the review of the VAT receivable from the Peruvian tax authorities.



INCA ONE GOLD CORP.

Management Discussion & Analysis
For the Three Months Ended July 31, 2015 and 2014

Chala Plant — Pre-Commercial Production

On June 6, 2013, the Company entered into a Letter of Intent to acquire 100% of the Chala Plant in Southern
Peru for USD$240,000. Of this amount, USD$150,000 has been paid and the remaining USD$90,000 will be
payable once transfer of the fully permitted facility is complete (see Title and Permitting below). Finder fees
of USD$40,000 were paid in connection with the acquisition and sourcing and technical advice fees of
USD$118,000, inclusive of value added tax, were also paid with respect to the acquisition and refurbishment
of the Chala Plant in December 2013.

The Chala Plant was refurbished almost immediately after acquisition in calendar 2013 in order to achieve a
processing capacity of 25 TPD and its first production of activated carbon was reported in November 2013.
During the year ended April 30, 2014, the Company estimated a recovery of 347.97 ounces of gold and
144.50 ounces of silver from the harvest of activated carbon from the Chala Plant during the initial test
milling phase.

In March 2014 an incident occurred at the Chala Plant during which certain Government officials caused
some minor damage under the mistaken belief that the plant was not operating legally. The damage was
subsequently repaired.

In June 2014 the Company closed the first tranche of a $5,500,000 bond financing (see Financings below) for
gross proceeds of $2,700,000 which enabled the Company to begin expansion of the Chala Plant from 25 TPD
capacity to 100 TPD capacity as well as provide working capital for mineral purchases and general operating
purposes. During August 2014 and November 2014, the Company closed the second and third tranches, for
gross proceeds of $1,400,000 and $1,400,000 respectively.

To oversee expansion the Company engaged an established Peruvian engineering firm to oversee the
construction and plant expansion to 100 TPD capacity. Two new 50 TPD ball mills were installed and
commissioned over that period and many other aspects of the plant were expanded and upgraded including the
crushing and leaching systems, expansion of the camp, new scale and reception area, new lab and storage
facilities, and expanded mineral stockpile area. By December 31, 2014 the construction was substantially
complete. The Company conducted test milling and commissioning beginning November 2014, and with the
appropriate assessment management determined that at February 1, 2015 the Chala Plant had commenced
commercial production.

This commercial production assessment included key parameters being met such as: a) all major and auxiliary
processing circuits were fully operational including ball mill, crushing, and leaching circuits, and related
facilities in place; b) average production throughput at the plant since February 1, 2015 has been in excess of
50 TPD with production ramping up to the full 100 TPD production capacity; and c¢) a reasonable testing and
commissioning period had completed. As a result of the commencement of commercial production the
Company began amortizing the capitalized costs of its milling plant.

The aforementioned technical information was reviewed on behalf of the Company by Phu Van Bui, P.Geo., a
director and a Qualified Person as defined in NI 43-101.
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Chala Plant - Title and Permitting

Transfer of formal title of the Chala Plant is subject to a number of conditions. As part of the terms of the
original purchase agreement for the Chala Plant, Inca One has an agreement between its wholly owned
subsidiary, Chala One, and the seller and initial permit applicant, to operate under the umbrella of
formalization until the successful completion of all the environmental and operating permits. As part of the
formalization process the Chala Plant is currently in compliance and able to operate up to 100 TPD capacity.
The Company has recently made significant progress on the various long-term licenses and permits required
for the Chala Plant to operate at 100 TPD. The Company is also proceeding with the application of
commercial permits to incrementally increase capacity up to 350 TPD. The Chala Plant currently sits on 21
hectares of land, and has ample room for plant expansion.

Exploration and Evaluation Assets

Previously the Company had interests in exploration and evaluation assets including the Corizona Project and
the Las Haquillas Project. No exploration expenditure has been incurred on these projects through either the
year ended April 30, 2015 or Q1 fiscal 2016, and both projects were fully impaired as of April 30, 2015. For
further detail on these projects refer to the annual MD&A for the years ended April 30, 2015 and 2014.

Future Outlook

The Company is moving forward with its business plan to focus on gold-bearing mineral processing facilities
in Peru and believes that the Chala Plant operations may provide the necessary cash flow to achieve
profitability in calendar 2016. The Company intends to use the funds and net profits from mineral processing
operations at the Chala Plant, and additional fundraising (see Financings and Subsequent Events below) to
execute its business plan and expand mineral processing operations, so that it can continue to achieve its long-
term objectives.

Inca One management believes that the Chala Plant will enable the Company to generate sufficient cash flows
to achieve profitable operations and further expand its Peruvian operations.
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Selected Quarterly Information

The following selected financial data with respect to the Company’s financial condition and results of
operations has been derived from the unaudited condensed interim consolidated financial statements of the
Company for the three months ended July 31, 2015 and 2014 and from the audited consolidated financial
statements for the year ended April 30, 2015. The selected financial data should be read in conjunction with
those financial statements and the notes thereto.

Three months ended: July 31, 2015 April 30, 2015 July 31, 2014

$ $ $
Revenue 6,549,870 4,304,802 -
Cost of goods sold 6,114,371 4,173,660 -
Gross margin 435,499 131,142 -
Finance and other income (expense), net 86,079 326,532 (88,144)
Net loss (581,084) (779,718) (699,670)
Net loss per share (basic and diluted) (0.01) (0.01) (0.01)
Other comprehensive income (loss) (375,064) (361,829) (372,835)

As at July 31, As at April 30, As at April 30,

2015 2015 2014

$ $ $

Exploration and evaluation assets - - 20,000
Total assets 11,433,207 8,328,493 2,546,062
Total long term liabilities 5,787,037 5,673,756 626,349
Dividends declared Nil Nil Nil

The following table sets out selected quarterly financial data from the Company’s unaudited quarterly
financial statements for the last eight quarters.

Working

capital Long term Basic loss

Quarter ended (deficiency) Total assets liabilities Net loss per share
$ $ $ $ $

July 31, 2015 (1,201,165) 11,433,207 5,787,037 (581,084) (0.01)
April 30, 2015 (516,327) 8,328,493 5,673,756 (779,718) (0.01)
January 31, 2015 677,365 6,739,337 5,162,576 (1,980,269) (0.03)
October 31, 2014 843,171 4,771,034 4,393,324 (747,715) (0.01)
July 31, 2014 1,501,008 3,889,948 3,082,066 (699,670) (0.01)
April 30, 2014 170,974 2,546,062 626,349 (848,541) (0.02)
January 31, 2014 (114,588) 1,887,745 613,944 (347,680) (0.01)

October 31, 2013 (114,144) 1,329,135 455168  (2,727,506) (0.06)
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The working capital deficiency as at July 31, 2015 is a result of the net loss and is impacted by $2,659,293 of
new debt financings which are included as a current liability. These new debt financings were closed by the
Company during the three months ended July 31, 2015, and are primarily comprised of the USD$500,000 and
USD$400,000 convertible debenture second and third tranches, respectively, USD$500,000 second debenture
units with warrants, and USD$500,000 promissory note (see financings below).

Total assets increased during the three months ended July 31, 2015, due to increases in certain current assets
including prepaids and receivables (including VAT) arising from operations as well as the impact of foreign
exchange of translating US dollar functional currency assets to the Canadian dollar reporting currency.

The increase in long term liabilities for the three months ended July 31, 2015 primarily arose from the
recognition of accretion expense and amortization of issuance costs.

Major changes in quarterly net loss arose as follows:

e During the three months ended July 31, 2015, the $581,084 net loss decreased relative to prior
quarters (other than January 31, 2014) primarily as a result of the commencement of commercial
production on February 1, 2015. The gross margin during the three months ended July 31, 2015, was
$435,499 from a total metal revenue of $6,549,870 and costs of goods sold of $6,114,371. This was
offset by increases in both finance costs and accretion expense due to new financings closed during
the period and during prior periods. There was also an increase in share-based payments due to
2,780,000 of new stock options granted during the period, while being offset by a $640,025 gain in
foreign exchange (see results of operations analysis below).

e During the three months ended April 30, 2015, the $779,718 net loss increased relative to prior
quarters (other than January 31, 2015 and October 31, 2014). Despite the gross margin of $131,142
during the three months ended April 30, 2015, there were increases in both consulting and
management fees as well as office, rent, utilities and other expenses arising from expanded corporate
and Peruvian administrative teams, and commencement of commercial production, while being offset
by a $529,458 gain in foreign exchange.

e During the three months ended January 31, 2015, the $1,980,269 net loss included a $990,835
impairment of marketable securities from devaluation of the Global Resources Investment Trust PLC
(“GRIT”) shares. Through October 31, 2014 the unrecognized losses were recorded through other
comprehensive income.

e During the three months ended October 31, 2013 the $2,727,506 net loss primarily arose from a
$2,452,330 impairment of the Las Huaquillas Property.

Results of Operations — Q1 2016 Compared to Q1 2015

Revenue for Q1 2016 was $6,549,870 and cost of goods sold was $6,114,371 resulting in a gross margin of
$435,499. Commercial production started on February 1, 2015, as such, for the Q1 2015 there was no
revenue.

During Q1 2016, the Company reported a net loss of $581,084 the most significant components of which
were consulting and management fees of $208,921; foreign exchange gain of $640,025; office, rent, utilities
and other expenses of $115,363; salaries and benefits of $201,934; share-based payments of $361,633;
finance costs of $349,472; and accretion expense of $177,517.
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Consulting and management fees in Q1 2016 increased by $138,991 to $208,921 compared to $69,930 in Q1
2015. This increase was the result of an increase in corporate and administrative staff and contractors in both
the Peruvian and Canadian offices as the Company commenced commercial production at the Chala Plant on
February 1, 2015.

Foreign exchange gain in Q1 2016 increased by $627,859 resulting in a recovery of $640,025 compared to a
gain of $12,166 in Q1 2015. The foreign exchange gain was primarily the result of the $5.5 million bond
allocated to the Chala One subsidiary which has the US dollar as functional currency, and due to the
devaluation in the Canadian dollar relative to the US dollar during the period, a foreign exchange gain arose.
Note that as of Q1 2015, only $2.7 million out of the $5.5 million was closed and the remaining $2.8 million
was closed after Q1 2015.

Office, rent, utilities and other expenses in Q1 2016 increased by $81,987 to $115,363 compared to $33,376
in Q1 2015, while salaries and benefits expense in Q1 2016 increased by $192,840 to $201,934 compared to
$9,094 in Q1 2015. Overall there was an increase in corporate and administrative staff and contractors in both
the Peruvian and Canadian offices during Q1 2016 as the Company expanded the Peruvian operations and
commenced commercial production on February 1, 2015.

Share-based payments increased in Q1 2016 by $75,649 to $361,633 compared to $285,984 in Q1 2015 due
to 2,780,000 stock options granted during Q1 2016, compared to 2,050,000 stock options granted in Q1 2015.

Finance costs increased in Q1 2016 by $256,602 to $349,472 compared to $92,870 in Q1 2015 primarily due
to higher interest paid related to new financings closed during and before Q1 2016. During Q1 2016, the
Company closed the USD$500,000 and USD$400,000 convertible debenture second and third tranches,
respectively, USD$500,000 second debenture units with warrants, and USD$500,000 promissory note (see
financings below). During Q1 2015 the company closed $325,000 of convertible debenture, $2.7 million of
bond financing.

Accretion expense increased in Q1 2016 by $169,767 to $177,517 compared to $7,750 in Q1 2015 as a result
of higher accretion and amortization of issuance costs related to new financings closed during and before Q1
2016.

Liquidity and Capital Resources

As at July 31, 2015 the Company has financed its operations and met its capital requirements primarily
through the issuance of capital stock by way of private placements, the exercise of share purchase warrants
previously issued and more recently, from the issue of promissory notes, convertible debentures and debenture
units with warrants. As at July 31, 2015, the Company had cash of $235,943 representing a decrease of
$218,378 compared with cash of $454,321 at April 30, 2015.

The Company reported working capital deficiency of $1,201,165 at July 31, 2015 as compared to working
capital deficiency of $516,327 as at April 30, 2015, representing an increase in working capital deficiency of
$684,838 primarily resulting from the current portion of long-term debts including the closing of the
USD$500,000 and USD$400,000 convertible debenture second and third tranches, respectively, closing of the
USD$500,000 second debenture units with warrants, and USD$500,000 promissory note (see financings
below), offset by increases to inventory, prepaids, and receivables.
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Marketable securities consist of 733,007 shares in GRIT which were acquired on February 28, 2014 in
exchange for the issue of 12,000,000 common shares in the Company. The fair value of the shares in GRIT at
acquisition was determined based on a value of $0.11 per share for the 12,000,000 common shares issued by
the Company. As of July 31, 2015 the GRIT shares were recorded at a fair value of $190,618 (April 30, 2015 —
$217,838) based on the GRIT share trading price of CDN$0.26 (GBP £0.13). To date in September 2015 the
average GRIT share trading price was trading at a lesser value than as at April 30, 2015. Until September 7,
2014 sales of the Company’s GRIT shares are required to be arranged by GRIT and the Company has not yet
sold any of these securities. While the Company will seek to maximize the proceeds it receives from the sale
of its GRIT Shares, there is no assurance as to the timing of disposition or the amount that will be realized.

The Company continued developing the Chala Plant which was successfully upgraded to approximately 100
TPD capacity during the year ended April 30, 2015. The Chala Plant commenced commercial production on
February 1, 2015.

Management intends to finance operating costs and plant expansion over the year with funds received from the
convertible loan and debenture financing completed during the three months ended July 31, 2015. Other than
convertible debentures and bond financing the Company has no other long-term debt and is not subject to
externally imposed capital requirements except for the right of first refusal for future debt and equity
financings provided to bond and debenture holders per financings entered during the year.

Capital Expenditures

As at July 31, 2015, total plant upgrade costs and capitalized pre-operating costs was $5,678,142 (April 30,
2015 - $5,241,843) which includes $nil (April 30, 2015 — $1,712,199) of incidental revenue generated during
the pre-operating period and $nil (April 30, 2015 - $264,531) of capitalized interest. During the three months
ended July 31, 2015, the Company reclassified $339,088 of VAT in Peru previously included in pre-operating
expenses as a result of the review of the VAT receivable from the Peruvian tax authorities.

Financings - Debt

Promissory Notes

During the year ended April 30, 2014, two directors and officers of the Company advanced to the Company a
total of $170,000 in cash in exchange for promissory notes. The notes were unsecured and payable on demand
with an interest rate of 20% per annum calculated and paid quarterly in arrears. During the year ended April
30, 2014 $50,000 of the principal was repaid with the remaining $120,000 repaid during the year ended April
30, 2015.

During December 2014, directors and officers advanced to the Company a total of $205,000. The advances
were unsecured and non-interest bearing. During the year ended April 30, 2015 the $205,000 was repaid in
full.

On January 14, 2015, the Company received USD$200,000 in cash in exchange for a promissory note. The
note is unsecured, has a six month term, and an interest rate of 20% per annum calculated and payable on the
maturity date. On July 29, 2015, the note was extended for an additional three months.

As at July 31, 2015, the principal balance was $261,600 and interest expense of $15,498 was incurred of which
$4,208 was included in accounts payable and accrued liabilities.

9
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On October 22, 2013 and November 6, 2013, the Company closed a non-brokered private placement of
secured, redeemable promissory notes for gross proceeds of $420,000. Of this amount an aggregate of
$150,000 was issued to an officer and a company controlled by a director. The promissory notes mature after
24 months and bear interest at 20% per annum. At the option of one of the subscribers, accrued interest of
$49,389 (2014 — $14,038) has been added to the principal of the promissory notes instead of being paid in
cash. Subscribers are entitled to redeem their investment principal plus accrued interest on or after six months
by providing 30 days written notice in advance of three month promissory note rollover periods. The notes are
secured by a security interest in all of the Company’s present and after acquired property pursuant to an
underlying Security Agreement but are subordinate to any security held by holders of the Convertible
Debentures.

During the year ended April 30, 2015, $100,000 of the promissory notes were redeemed by an officer of the
Company and $50,000 of the promissory notes were redeemed by a company controlled by a director of the
Company. On May 31, 2015, $120,000 of the notes were repaid.

A cash finder fee of $2,500 and legal and regulatory costs of $2,540 incurred in connection with the financing
were charged against the promissory notes amount payable. As at July 31, 2015 interest expense of $12,139
(2014 - $21,922) has been recorded with respect to these promissory notes, of which $1,032 (2014 - $2,181)
was included in accounts payable and accrued liabilities. In addition, accretion of transaction costs of $562
(2014 - $559) has been recorded.

During May 2015, a director and officer and an officer of the Company advanced to the Company a total of
$100,000 in cash in exchange for short term promissory notes. The notes are unsecured with an interest rate of
20% per annum payable on maturity in 6 months. As at July 31, 2015, interest expense of $4,449 (2014 - $nil)
has been recorded and included in accounts payable and accrued liabilities.

During June 2015 a company controlled by an individual who was subsequently appointed a director of the
Company on July 8, 2015 advanced to the Company USD$500,000 in cash in exchange for a short term
promissory note of which USD$100,000 was repaid during August 2015. The note is unsecured with an
interest rate of 20% per annum payable on maturity in 6 months. As at July 31, 2015, interest expense of
$15,051 (2014 - $nil) has been recorded and included in accounts payable and accrued liabilities.

CAD denominated Convertible Debentures

On October 30, 2013, the Company completed a secured convertible debenture offering for gross proceeds of
$275,000. Of this amount $75,000 was issued to two directors and officers or to individuals to whom they were
related. The debentures mature on October 30, 2018 and are redeemable at the Company’s option after
October 30, 2016. At the date of issue $198,664 was attributed to the liability component of the convertible
debenture and $76,336 to the equity component based on an effective interest rate of 20%.

The debenture is secured by a security interest in all of the Company’s present and after acquired property
pursuant to an underlying Security Agreement and hold preference to any security held by holders of the
promissory notes.

Until October 30, 2014 each debenture holder had the option to convert up to 20% of the debenture principal
and all of the interest payable into common shares by providing 30 days written notice in advance of three
month debenture rollover periods. The conversion of debenture principal was based on a share price of $0.10
and the conversion of any interest payable was based on the greater of $0.10 per share or the closing share

10
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price on the date the Company received notice from the holder. On October 30, 2014, $55,000 of the
convertible debentures were converted to 550,000 common shares of the Company.

Interest on the debenture is payable at the rate of 10% per annum calculated and paid quarterly in arrears.
Professional fees of $11,705 have been incurred in connection with the debenture offering and have been
recorded against the liability and equity components on a pro-rata basis. During the three months ended July
31, 2015, the Company recorded accretion expense and amortization of issuance costs of $3,162 (2014 —
$3,671), and interest expense of $5,485 (2014 — $6,856) of which $3,490 has been included in accounts
payable and accrued liabilities.

On May 23, 2014, the Company closed a second debenture financing for gross proceeds of $325,000. The
Company had received all of the proceeds in advance of the closing and accordingly they were reflected as
current liabilities on the Consolidated Statements of Financial Position as at April 30, 2014. The debentures
bear interest at a rate of 10% per annum, calculated and paid quarterly in arrears, 25% of which shall be
convertible into shares during the first year of the debenture term. Also during the first year of the debenture
term a maximum of 25% of the principal may, at the option of the holder, be converted into common shares of
the Company at a price of $0.125 per common share. The debentures mature on May 22, 2019 and are
redeemable by the Company at any time after May 22, 2017. They are secured by a security interest in all of
the Company’s present and after acquired property pursuant to a security agreement. At the date of issue
$234,785 was attributed to the liability component of the convertible debenture and $90,215 to the equity
component based on an effective interest rate of 20%. On December 1, 2014, $81,250 of the convertible
debentures were converted to 650,000 common shares of the Company.

Professional fees of $18,297 have been incurred in connection with the debenture offering and have been
recorded against the liability and equity component on a pro-rata basis. During the three months ended July 31,
2015, with respect to this second debenture offering the Company recorded accretion expense and amortization
of issuance costs of $3,291 (2014 - $4,079) and interest expense of $6,161 (2014 - $2,760) of which $2,070
has been included in accounts payable and accrued liabilities.

USD denominated Convertible Debentures

On March 20, 2015, the Company announced the terms of a convertible loan with a group of lenders for gross
proceeds of USD$1,500,000 (the “USD Convertible Loan™). The USD Convertible Loan bears interest at a rate
of 15% per annum and can be drawn down in three tranches of USD$600,000, USD$500,000, and
USD$400,000, respectively, with the third tranche at the option of the Company. Each tranche of the USD
Convertible L