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DAVID SON & COMPANY LLP Chartered Professional Accountants

INDEPENDENT AUDITORS' REPORT

To the Shareholders of
Medallion Resources Ltd.

We have audited the accompanying consolidated dinhrstatements of Medallion Resources Ltd., whicimprise the
consolidated statements of financial position aMatch 31, 2017 and 2016, and the consolidate@rstts of loss and
comprehensive loss, changes in shareholders’ efgitfjcit), and cash flows for the years then endedl a summary of
significant accounting policies and other explanatoformation.

Management’s Responsibility for the ConsolidatechBincial Statements

Management is responsible for the preparation aimdpfesentation of these consolidated financitieshents in accordance
with International Financial Reporting Standardsg dor such internal control as management detersnia necessary to
enable the preparation of consolidated financitleshents that are free from material misstatenvemether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsauwe conducted our
audits in accordance with Canadian generally aecepuditing standards. Those standards requitewthacomply with
ethical requirements and plan and perform the doditbtain reasonable assurance about whethemwtislidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtairdia evidence about the amounts and disclosurasdénconsolidated
financial statements. The procedures selectedndepe the auditors’ judgment, including the assesgnof the risks of
material misstatement of the consolidated finansiatements, whether due to fraud or error. Iningakhose risk
assessments, the auditor considers internal coméelant to the entity’s preparation and fair preation of the
consolidated financial statements in order to deaigdit procedures that are appropriate in theigistances, but not for the
purpose of expressing an opinion on the effectigerd the entity’s internal control. An audit aiscludes evaluating the
appropriateness of accounting policies used andeidmonableness of accounting estimates made bggaarent, as well as
evaluating the overall presentation of the constéd financial statements.

We believe that the audit evidence we have obtaimedr audits is sufficient and appropriate toyie a basis for our audit
opinion.

Opinion

In our opinion, these consolidated financial staets present fairly, in all material respects, fimancial position of
Medallion Resources Ltd. as at March 31, 2017 @b 2and its financial performance and its cash $ldor the years then
ended in accordance with International Financigldréing Standards.

A member of

Q Nexia

International

1200 - 609 Granville Street, PO. Box 10372, Pacific Centre, Vancouver, B.C., Canada V7Y 1G6
Telephone (604) 687-0947 Davidson-co.com



Emphasis of Matter

Without qualifying our opinion, we draw attention Note 2 in the consolidated financial statementsckv describes
conditions and matters that indicate the existarfca material uncertainty that may cast significdaubt about Medallion
Resources Ltd.’s ability to continue as a goingoswn.

‘DAVIDSON & COMPANY LLP”

Vancouver, Canada Chartered Professional Accountants

July 6, 2017



MEDALLION RESOURCES LTD.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

March 31, March 31,
2017 2016
ASSETS

Current

Cash $ 46,108 $ 1,777

Other Receivables 7,320 5,088

Prepaid Expenses 20,000 24,500
Total Current Assets 73,428 31,365
Equipment (Note 6) - 290
Total Assets $ 73,428 $ 31,655

LIABILITIES

Current

Accounts Payable and Accrued Liabilities $ ,580 $ 60,410

Due to Related Parties (Note 7) 480,442 325,763

Promissory Note Payable (Note 7) 51,500 40,000
Total Liabilities 572,531 426,173

SHAREHOLDERS' EQUITY (DEFICIT)

Share Capital (Note 8) 17,530,630 17,376,935
Warrants 334,854 326,787
Contributed Surplus 2,654,645 2,439,629
Deficit (21,019,232) (20,537,869)
Total Shareholders’ Equity (Deficit) (499,103) (394,518)
Total Liabilities and Shareholders’ Equity (Deficit) $ 73,428 $ 31,655

Corporate Information and Nature of Operations (Note 1)
Basis of Preparation (Note 2)
Commitments (Note 9)

Approved on behalf of the Board:

/s/ Donald M. Lay /s/ Andrew Morden

Donald M. Lay — Director

Andrew Morden — Director

The accompanying notes are an integral part oétbessolidated financial statements



MEDALLION RESOURCES LTD.

CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE L OSS
For the Year Ended March 31

2017 2016
Expenses
Consulting Fees (Note 7) $ 59721 ¢ 187,009
Depreciation (Note 6) 290 238
Investor Relations 35,216 125,323
Management Fees (Note 7) 151,148 223,199
Office and General 56,996 50,182
Professional Fees (Note 7) 40,905 65,159
Project Investigation (Note 21,278 22,074
Rent (Note 7) 13,860 13,860
Share-based Compensation (Note 8) 76,778 8,793
Transfer Agent and Filing Fees 25,171 28,246
(481,363) (724,083)
Other Items
Write off of Mineral Properties (Note 4) - (3,623)
Net Loss and Comprehensive Loss for the Year $ (481,363) $ (727,706)
Loss per Common Share — Basic and Diluted $ (0.01) $ (0.01)
Weighted Average Number of Common Shares OutstgnédiBasic
and Diluted 80,234,720 69,281,321

The accompanying notes are an integral part oétbessolidated financial statements



Balance — March 31, 2015

Shares issued on:
Private placement (Note 8)
Private placement (Note 8)
Finders’ units issued (Note 8)
Finders’ warrants (Note 8)
Share issuance costs
Share-based compensation
Net loss for the year

Balance — March 31, 2016

Shares issued on:
Private placement (Note 8)
Finders’ units (Note 8)
Finders’ warrants (Note 8)
Share issuance costs
Share-based compensation
Expiry of warrants
Net loss for the year

Balance — March 31, 2017

MEDALLION RESOURCES LTD.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY (DEFICIT)
For the Years March 31, 2016 and 2017

Total
Number of Common Contributed Shareholders’
Shares Amount Warrants Surplus Deficit Equity (Deficit)
59,865,266 $ 16,995,497 $ 168,4586 2,430,836 $ (19,810,168% (215,372)
6,500,000 237,226 87,774 - - 325,000
7,500,000 157,123 67,877 - - 225,000
40,000 1,460 540 - - 2,000
- (2,138) 2,138 - - -
- (12,233) - - - (12,233)
- - - 8,793 - 8,793
- - - - (727,706) (727,706)
73,905,266 17,376,935 326,787 2,439,629 (20,537,869) (394,518)
10,000,000 157,695 308, - - 300,000
186,667 3,300 2,300 - - 5,600
- - 1,700 - - 1,700
- (7,300) - - - (7,300)
- - - 76,778 - 76,778
- - (138,238) 138,238 - -
- - - - (481,363) (481,363)
84,091,933 $ 17,530,630 $ 334,854% 2,654,645 (21,019,232) $ (499,103)

The accompanying notes are an integral part oétbessolidated financial statements



MEDALLION RESOURCES LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Year Ended March 31

2017 2016
Cash Flow Provided By (Used in)
Operating Activities
Net loss for the year (481,363) (727,706)
Adjusted for items not involving cash:
Depreciation 290 238
Share-based Compensation 76,778 8,793
Write-off of Mineral Properties - 3,623
Net change in non-cash working capital items:
Other Receivables (2,232) 1,069
Prepaid Expenses 4,500 917
Accounts Payable and Accrued Liabilities (19,821) 344
Due to Related Parties 154,679 130,170
(267,169) (582,552)
Investing Activities
Mineral Properties - (3,623)
- (3,623)
Financing Activities
Issuance of Share Capital and Warrants 300,000 550,000
Share Issuance Costs - (10,233)
Promissory Note 11,500 40,000
311,500 579,767
Increase (decrease) in Cash 44,331 (6,408)
Cash, Beginning of the year 1,777 8,185
Cash, End of the year 46,108 1,777
Supplementary Cash-flow Information:
Interest Paid - 246
Income Taxes Paid - -
Non-Cash Investing and Financing Activities:
Shares Issued for Mineral Property Acquisition $ - $ -
Issuance of Finders’ Warrants $ 1,700 $ 2,138
Issuance of Finders’ Units $ 5,600 $ 2,000

The accompanying notes are an integral part oétbessolidated financial statements



MEDALLION RESOURCES LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017

NOTE 1 - CORPORATE INFORMATION AND NATURE OF OPERAT IONS

Medallion Resources Ltd. (the “Company”) was inavgied on December 8, 1989, under the Businesso@aiimpns Act
(British Columbia).

The Company has historically been in the businésseoacquisition and exploration of mineral prdfs. The Company’s
operations consisted generally of mineral exploratind evaluation of new property acquisitions.sTihcluded acquiring
mineral properties, evaluating the merits of theseperties using various techniques such as sagplienching and
geophysical and geochemical methods as well didril

More recently, the Company has been increasinglypgimarily focused on a rare earth element busiséstegy involving
the mineral monazite, which is available as a lydpct mineral from large heavy-mineral-sands mirapgrations, and it is
seeking monazite processing partnerships by whiclprbcess and produce rare earth elements from zitena The

Company is testing a variety of samples, which haeen submitted by heavy-mineral-sands producerkcate suitable
guantities and qualities of monazite feedstocksTésting could lead to monazite purchase agresnemmiotentially provide
feedstock for a planned rare earth element praoggdant. Since no monazite purchase contractefinitive processing
plant financing and development agreements ardaicepat this time, all expenses associated with striategy are being
written off in the Company’s consolidated staten@ribss and comprehensive loss.

The Company'’s registered office is Suite 1160 —H8%/e Street, Vancouver, British Columbia, V6C 2T5.
NOTE 2 — BASIS OF PREPARATION
Statement of Compliance

These consolidated financial statements have besgaped in accordance with International FinanRi@porting Standards
(“IFRS"), as issued by the International AccountiStandards Board (“IASB”) and interpretations oé titernational

Financial Reporting Interpretations Committee (“IER. These financial statements have been prepamnea historical cost
basis except for financial instruments classifisdfinancial instruments at their fair value throygbfit or loss, which are
stated at fair value. In addition, these finansiatements have been prepared using the accrsial dfaaccounting except
for cash flow information.

These consolidated financial statements were aiatitbfor issue by the Board of Directors on Julg®17.
Basis of Measurement

These consolidated financial statements have besaped on a historical cost basis and are prasémt€anadian dollars,
which is also the Company’s functional currency.

The preparation of financial statements in confeynaith IFRS requires management to make estimatesassumptions
that affect the reported amounts of assets anditiie® and disclosure of contingent assets ankiilitees at the date of the
financial statements and the reported amounts wénmgées and expenses during the period. Signifiestimates and
assumptions include those related to the valuatibtmwance on deferred income taxes and share-basegbensation
valuations. Actual results could differ from thesstimates. By their nature, these estimates are@uts measurement
uncertainty and the effect on the financial statetimief changes in such estimates in future perod&d be significant.

Principles of Consolidation

These consolidated financial statements includeaiteounts of the Company and its wholly owned imacsubsidiary
Medallion Resources (USA) Inc. All intercompanyngactions and balances have been eliminated ooloat®n.



MEDALLION RESOURCES LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017

NOTE 2 — BASIS OF PREPARATION (continued)
Continuance of Operations

These consolidated financial statements are prdpawea going concern basis, which contemplatesdhbzation of assets
and discharge of liabilities in the normal cour$&usiness for the foreseeable future. In assesgi@gher the going concern
assumption is appropriate, management takes icimuat all available information about the futurdieh is at least, but not
limited to, twelve months from the end of the rapm period. Management is aware, in making itesssient, of material
uncertainties related to events or conditions tinay cast significant doubt upon the Company’s bt continue as a going
concern.

The Company has not generated revenue from opesafidlie Company incurred a net loss of $481,363h@ryear ended
March 31, 2017 and as of that date the Companyaraalated deficit was $21,019,232. The Company thmtgyenerate
any cashflow from operations to fund its futurehaties and has relied principally upon the issu@p€ securities to fund its
operating and administrative expenditures.

The Company requires additional capital to fundfitsire business development programs as well asadministrative

purposes. There is material uncertainty about veretihe Company will be able to obtain additiongita. If management
is unable to obtain new funding, the Company maymble to continue its operations, and amouni&esebafor assets may
be less than amounts reflected in these consatidatancial statements.

The consolidated financial statements do not ireladjustments to amounts and classifications atassd liabilities that
might be necessary should the Company be unaltlentinue operations.

NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES
Foreign Currency Translation

These consolidated financial statements are predémiCanadian dollars, which is the Company amdubsidiary’s functional
currency. Foreign currency accounts are translatedCanadian dollars as follows:

At the transaction date, each asset, liabilityereie and expense denominated in a foreign curiisnicgnslated into Canadian
dollars by the use of the exchange rate in effettia date. At the period-end date, unsettled taopeassets and liabilities are
translated into Canadian dollars by using the exgbaate in effect at the period-end date anddla¢ed translation differences
are recognized in net loss.

Foreign denominated monetary assets and liabiktiesranslated to their Canadian-dollar equivalesing foreign exchange
rates that prevailed at the statement of finanodgition date. Non-monetary items that are measatduistorical cost are

translated into Canadian dollars by using the exgbaate in effect at the date of the initial temti®n are not subsequently
restated. Non-monetary assets and liabilitiesdratmeasured at fair value or a revalued amoentranslated into Canadian
dollars by using the exchange rate in effect atdhe the value is determined and the related l&téns differences are

recognized in net loss or other comprehensivedoasistent with where the gain or loss on the uUyighey non-monetary asset
or liability has been recognized.

Cash and Cash Equivalents

Cash equivalents consist of highly liquid investtsemith maturities of three months or less wheruaeg which are readily
convertible into cash. As at March 31, 2017 the Gany did not hold any cash equivalents.



MEDALLION RESOURCES LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )
Equipment

Equipment is initially recorded at cost. The Compdepreciates the cost of equipment over theimastd useful lives at the
following annual rates using the declining balamethod:

Computer equipment 45%

Residual values and useful economic lives are wedeat least annually, and adjusted if appropratteach reporting date.
Subsequent expenditures relating to an item ofpegent are capitalized when it is probable thatrueconomic benefits from
the use of the assets will be increased. All othilasequent expenditures are recognized as repagirsiaintenance expenses
during the period in which they are incurred. Gaamgl losses on disposal of equipment are deternbgecbmparing the
proceeds from disposal with the carrying amourthefasset and are recognized within other incontigeiistatement of loss and
comprehensive loss.

Mineral Properties

i) Pre-exploration costs

Pre-exploration costs are expensed in the periodinh they are incurred.

i) Exploration and Evaluation Expenditures

Once the legal right to explore a property has l@®uired, costs directly related to exploratiod amaluation
expenditures are recognized and capitalized, intiaddto the acquisition costs. These direct exjiteinels
include such costs as material used, geologicalgmaghysical surveying costs, drilling costs anginpents
made to contractors during the exploration phasst<not directly attributable to exploration anélaation
activities, including general administrative ovaatieosts, are expensed in the year in which theyroc

The Company may occasionally enter into farm-oubmtion agreements, whereby the Company will tramsf
part of a mineral interest, as consideration foagreement by the transferee to meet certain eaqbor and
evaluation expenditures which would have otherisen undertaken by the Company. The Company ddes no
record any expenditures made by the farmee ormgion its behalf. Any cash consideration recefi@a the
agreement is credited against the costs previasitalized to the mineral interest given up by @wmpany,
with any excess proceeds accounted for as gainsposhl.

When a project is deemed to no longer have comairaiiable prospects to the Company, exploratiad a
evaluation expenditures in respect of that proggetdeemed to be impaired. As a result, those epa and
evaluation expenditure costs, in excess of estiunegeoveries, are written off to the statementasisland
comprehensive loss. The Company assesses expioeatih evaluation assets for impairment when faets a
circumstances suggest that the carrying amoum afaet may exceed its recoverable amount. Theesdae
amount is the higher of the asset’s fair value tesds and value in use.

Once the technical feasibility and commercial Vigbbdf extracting the mineral resources has beetemnined,
the property is considered to be a mine under deweént and is classified as ‘mines under constrotti
Exploration and evaluation assets are also testeidhpairment before the assets are transferrelévelopment
properties.

As the Company currently has no operational incoamg, incidental revenues in connection with exgiora
activities are applied as a reduction to capitdlizggploration costs.



MEDALLION RESOURCES LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )

Impairment of Non-Financial Assets

At each reporting period the carrying amounts e @ompany’s non-financial assets, other than eapor and evaluation
assets, are reviewed for indicators of impairméhindicators exist, the recoverable amount of Heset is estimated.
Exploration and evaluation assets are assessaufairment when they are reclassified to propenty equipment and if facts
and circumstances suggest that the carrying anecwaetds the recoverable amount.

For purposes of assessing impairment, exploratiwh evaluation assets and property and equipmengrarged into cash
generating units (“CGU”) defined as the smallesniifiable group of assets that generates casbwsflthat are largely
independent of the cash inflows of other assetgaups of assets. The Company has used geographicdmity, geological

similarities, analysis of shared infrastructurenoaodity type, assessment of exposure to market askl materiality to define
its CGUs.

If the carrying amount exceeds the recoverable atmdhe asset or CGU is recorded at its recoverabieunt with the
reduction recognized in net loss. The recoveratviewt is the greater of the value in use or faluedess costs to sell. Fair
value is the amount the asset could be sold f@mirarm’s length transaction. The value in usééspresent value of the
estimated future cash flows of the asset fromdtgtinued use. Fair value less costs to sell corsitie continued development
of a property and market transactions in a valnatiodel.

Impairments are reversed in subsequent periods Wiega has been an increase in the recoverablerarmnba previously
impaired asset or CGU and these reversals arenmizenljn net loss. The recovery is limited to thigioal carrying amount less
depreciation, if any, that would have been recoftbdithe asset not been impaired.

Government Assistance

Government assistance relates to the recoverypoftaon of eligible expenditures from various goveent authorities and is
recorded in the period in which it is received.

Rehabilitation Provision

The Company is subject to various government land @egulations relating to environmental disturleEncaused by
exploration and evaluation activities. The Compeagords the present value of the estimated codegaf and constructive
obligations required to restore the exploratiorssiin the period in which the obligation is incakré’he nature of the
rehabilitation activities includes restoration,lageation and re-vegetation of the affected expiorasites.

The rehabilitation provision generally arises whttie environmental disturbance is subject to govemtnlaws and
regulations. When the liability is recognized, present value of the estimated costs is capitalizeithcreasing the carrying
amount of the related mineral property. Over tithe, discounted liability is increased for the chesg present value based
on current market discount rates and liability $i@cisks.

Additional environmental disturbances or change®abilitation costs will be recognized as addgito the corresponding
assets and rehabilitation liability in the periadathich they occur.

The Company has only performed preliminary explasatvork on its mineral properties, and has nouined significant
rehabilitation provisions in the current year oiopyears.

Financial Instruments

Financial assets and liabilities are recognized nwtiee Company becomes a party to the contractualigions of the
instrument. Financial assets are derecognized lemights to receive cash flows from the assatshexpired or have
been transferred and the Company has transferiestastially all risks and rewards of ownership.dficial assets and
liabilities are offset and the net amount is repdrin the statement of financial position when ¢hisra legally enforceable
right to offset the recognized amounts and theranisntention to settle on a net basis, or redlieeasset and settle the
liability simultaneously.



MEDALLION RESOURCES LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )
Financial Instruments (continued)

At initial recognition the Company classifies itedncial instruments in the following categoriepeéeding on the purpose
for which the instruments were acquired: at faitueathrough profit or loss, loans and receivablesld-to-maturity
investments, available-for-sale and other financdilities.

i) Financial Assets

Financial assets are classified into one of thiefohg categories based on the purpose for whiehaset was acquired. All
transactions related to financial instruments a@rded on a trade date basis. The Company’s attegusolicy for each
category is as follows:

Fair Value Through Profit or Loss

Financial assets are classified at fair value thhoprofit or loss when they are either held foding for the purpose of
short-term profit taking, derivatives not held foedging purposes, or when they are designated as teuavoid an
accounting mismatch or to enable performance etialtuavhere a group of financial assets is managgdkdy
management personnel on a fair value basis in danoe with a documented risk management or invegtsieategy.
Such assets are subsequently measured at fair widluehanges in carrying value being included riofp or loss. Cash
is classified as fair value through profit and loss

Loans and Receivables

Loans and receivables are non-derivative finaresalets with fixed or determinable payments thathatequoted in an
active market. Such assets are recognized ipigalfair value plus any directly attributable tsantion costs.

Subsequent to initial recognition, loans and reatgli’s are measured at amortized cost using thetigéfenterest rate
method, less any impairment losses.

Held-to-Maturity Investments

Held-to-maturity investments are non-derivativeafigial assets that have fixed maturities and figedleterminable
payments, and it is the Company’s intention to hblelse investments to maturity. They are subsetyuergasured at
amortized cost. Held-to-maturity investments ai@uded in non-current assets, except for those lwhie expected to
mature within 12 months after the end of the répgnperiod.

Available-for-sale | nvestments

Available-for-sale investments are non-derivatithest are either designated in this category orclastsified in any of the
other categories.

Available-for-sale investments are recognized atvalue and are subsequently carried at fair valBains or losses
arising from changes in fair value are recognizedother comprehensive loss. Available-for-saleestients are
classified as current except if they are expeatduketrealized beyond twelve months of the statemifimancial position
date, where they are classified as non-current.

i) Financial Liabilities
Financial liabilities are classified as other fingt liabilities, based on the purpose for whick trability was incurred.
These liabilities are initially recognized on thade date at fair value when the Company becomparty to the
contractual provisions of the instrument and afessequently carried at amortized cost using thect¥e interest rate
method. The liabilities are derecognized when then@any’s contractual obligations are dischargedamcelled or they

expire. Accounts payable and accrued liabilitthss to related parties and promissory note payaielelassified as other
financial liabilities.

Impairment of Financial Assets

At each reporting date, the Company assesses whifne is any objective evidence that a finanaidet or a group of
financial assets is impaired. A financial assegmup of financial assets is deemed to be impafreghd only if, there is

objective evidence of impairment as a result of onenore events that has occurred after initiabgadtion of the asset and
that event has an impact on the estimated futwsie flaws of the financial asset or group of finaheissets.



MEDALLION RESOURCES LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )

Share Capital
Unit Offerings

The Company has adopted the relative fair valuehatetvith respect to the measurement of shares andhmis issued as
equity units. The relative fair value method regsian allocation of the net proceeds received basdbe pro rata relative
fair values of the components. If and when the argts are ultimately exercised, the applicable anmare transferred from
warrants to share capital. If the warrants expirexarcised, the applicable amount is transferrexbidributed surplus.

The Company has a choice as to whether to recogfimzmodification of warrants with an adjustmenthivi equity between
warrants and contributed surplus or to make nosaijent. The Company has elected to not make arstaggnt within
equity when the terms of warrants previously issieegroceeds are amended.

Loss Per Share

Basic income (loss) per share is computed by digidhe net income or loss applicable to commoneshaf the Company by
the weighted average number of common shares ndistafor the relevant period.

Diluted income (loss) per share is computed byditigi the net income or loss applicable to commareshby the sum of the
weighted average number of common shares issuedwsthnding and all additional common shares wmatld have been
outstanding, if potentially dilutive instrumentsneeonverted.

Basic and diluted loss per share are the sameesethonsolidated financial statements as the indus common share
equivalents would be anti-dilutive.

Share-based Compensation

The grant date fair value of share-based paymeatdsigranted to employees is recognized as an gegkxpense, with a
corresponding increase in equity, over the petiad the employees unconditionally become entithetthé awards. The amount
recognized as an expense is adjusted to reflechuhgher of awards for which the related service mod-market vesting

conditions are expected to be met, such that treuatltimately recognized as an expense is basdédeonumber of awards
that do meet the related service and non-markébrpesince conditions at the vesting date. For shased payment awards
with no vesting conditions, the grant date faiueabf the share-based payment is measured totrsfiels conditions and there
is no adjustment for differences between expeateldaatual outcomes.

Where equity instruments are granted to partiesrdtimn employees, they are recorded by referentieetfair value of the
services received. If the fair value of the serwiceceived cannot be reliably estimated, the Cognpaeasures the services
received by reference to the fair value of the tgquistruments granted, measured at the date theteqgarty renders the
service.

All equity-settled share-based payments are reftest contributed surplus, until exercised. Upogreise, shares are issued
from treasury and the amount reflected in contatgurplus is credited to share capital, adjusiedrfy consideration paid.

Income Taxes

Income tax expense comprises current and defeswed Current tax and deferred tax are recognizatetrioss except to the
extent that it relates to a business combinatidteors recognized directly in equity or in othemgehensive loss.

Current income taxes are recognized for the estihaicome taxes payable or receivable on taxalslenie or loss for the
current year and any adjustment to income taxealpy@yin respect of previous years. Current inctemes are determined
using tax rates and tax laws that have been enactstantively enacted by the year-end date.

Deferred tax assets and liabilities are recognizbdre the carrying amount of an asset or liabditffers from its tax base,
except for taxable temporary differences arisingtaninitial recognition of goodwill and temporadifferences arising on the
initial recognition of an asset or liability in @hsaction which is not a business combinationairitle time of the transaction
affects neither accounting nor taxable profit @slo



MEDALLION RESOURCES LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )

Recognition of deferred tax assets for unuseddssels, tax credits and deductible temporary diffare is restricted to those
instances where it is probable that future taxpbddit will be available against which the defertest asset can be utilized. At
the end of each reporting period the Company reasseunrecognized deferred tax assets. The Conmpangnizes a
previously unrecognized deferred tax asset to #tene that it has become probable that future texphofit will allow the
deferred tax asset to be recovered.

New Accounting Standards

The Company adopted certain new accounting stasdard amendments during the year ended March 3T, 2®ne of
which had a material impact on the Company’s fimgrstatements.

Future Accounting Pronouncements

IFRS 9, Financial Instruments (“IFRS 9”), addrestes classification, measurement and derecogniiofinancial assets
and financial liabilities and introduces new rufes hedge accounting. The new standard statesathantity choosing to
measure a liability at fair value will present thartion of the change in its fair value due to aesin the entity’s own credit
risk in the other comprehensive income or lossiseatf the entity’s statement of comprehensive loather than within
profit or loss. Additionally, IFRS 9 includes reet guidance related to derecognition of financmgtriuments. IFRS 9
applies to financial statements for annual pertoeiginning on or after January 1, 2018, with eadggion permitted.

IFRS 15 Revenue from Contracts with Customers (3ARB") supersedes IAS 11 Construction ContractS, 18 Revenue,
IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agnents for the Construction of Real Estate, IFR8CT tansfers of
Assets from Customers, and SIC 31 Revenue - Bararsactions involving Advertising Services. IFRS dstablishes a
single five-step model framework for determining thature, amount, timing and uncertainty of reveand cash flows
arising from a contract with a customer. The stashds effective for annual periods beginning oraéier January 1, 2018,
with early adoption permitted.

IFRS 16 Leases (“IFRS 16") specifies how an isswilr recognize, measure, present and disclose $eaBee standard
provides a single lessee accounting model, requigasees to recognize assets and liabilitiesIfdeases unless the lease
term is twelve months or less, or the underlyinged$ias an insignificant value. IFRS 16 was issoethnuary 2016 and
applies to annual reporting periods beginning oaftar January 1, 2019.

The Company is currently evaluating the impactlotte new standards on its consolidated finanstalements.

NOTE 4 — MINERAL PROPERTIES

Red Wine
Property
Balance at March 31, 2015 $ -
Claims maintenance 3,623
Impairment (3,623)
Balance at March 31, 2016 and 2017 $ -

Red Wine Property, Labrador

On April 10, 2010, the Company signed a letter egrent with Polaris Capital Ltd. (the “vendor”), avate corporation, to
acquire a 100% interest in four mineral licensemmasing the Red Wine rare earth mineral propertated in the province
of Newfoundland and Labrador. The letter agreenmad amended to include three additional minerahlkes which were
staked by the vendor and to make certain other mihanges to the letter agreement. As a result,Ciapany was
acquiring a 100% interest in a total of seven nahelaims in Labrador, Canada. Of these sevennaimtaims, five were
subsequently abandoned by the Company leaving laimg covering a total of 525 hectares.
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NOTE 4 — MINERAL PROPERTIES (continued)

Prior to February 26, 2016, the date by which tlmen@any was required to make a cash payment of 880g@d issue
100,000 common shares to the vendor and to incpereditures of $50,000 on the property, the Compadegided to
abandon the final two claims in which it had arerest and thereby gave up its contractual rightespect of the Red Wine

Property.

NOTE 5 — PROJECT INVESTIGATION

Details of project investigation costs in connectigith the Company’s efforts to finance, develogl @onstruct monazite
processing facilities are as follows. These ceafgport the Company’s current strategy of focusinghe purchase of the
mineral monazite and the search for monazite pedegpartnerships by which to process and prodaeearth elements:

Consulting
Other

NOTE 6 — EQUIPMENT

Net book value of computer equipment is as follows:

Cost

Balance — March 31, 2015
Additions

Balance — March 31, 2016
Additions

Balance — March 31, 2017

Accumulated Depreciation
Balance — March 31, 2015
Depreciation for the year
Balance — March 31, 2016
Depreciation for the year
Balance — March 31, 2017

Carrying Amount
Balance — March 31, 2015

Balance — March 31, 2016
Balance — March 31, 2017

March 31,
2017 2016

P $ 21,048 $ 21,954
230 120
P $ 21,278 $ 22,074

Computer
Equipment

$ 11,430

11,430

$ 11,430

$ 10,902
238

11,140
290

$ 11,430

»

528

»

290
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NOTE 7 — RELATED PARTY TRANSACTIONS

Related party transactions not disclosed elsewhdfese statements are as follows:

a)

b)

c)

d)

)

During the year ended March 31, 2017, $144,0006208144,000) was charged by a private companyrathed by the
Chief Executive Officer (the “CEQ”) of the Compafoy management and consulting fees. At March 81,72$308,753
(March 31, 2016 - $178,552) was owed to this corgpan

During the year ended March 31, 2017, the Companyried $19,044 (2016 - $53,134) of legal fees tavafirm in
which a director of the Company was a principat March 31, 2017, $33,000 (March 31, 2016 - $33)68&s owed to
this firm.

During the year ended March 31, 2017, $Nil (20$62,000) was charged by a private company conttdiiethe former
Chief Technical Advisor of the Company for managetfees. At March 31, 2017, $79,380 (March 31,620%$79,380
was owed to this company.

During the year ended March 31, 2017, the Compaiy $13,860 (2016 — $13,860) in rent in connectidth an office
sub-lease the Company entered into with a compamed by a director (see Note 9). At March 31, 20823,521
(March 31, 2016 - $11,007) was owed to this company

During the year ended March 31, 2017, the Compaayried $39,540 (2016 - $50,100) of consulting feethe Chief
Financial Officer (the “CFO”) of the Company and@mpany owned by the CFO of the Company. At M&th2017, a
total of $35,789 (March 31, 2016 — $23,126) wasateethe CFO and the company owned by the CFO.

During the year ended March 31, 2017, the Companmgolwved a total of $11,500 from a company ownede lojrector at
an interest rate of prime plus 3.00%, in additior$40,000 that had previously been borrowed. Adatch 31, 2017, a
principal amount of $51,500 plus interest of $3,5@&luded in accounts payable and accrued ligslt was
outstanding.

During the year ended March 31, 2017, a total 73,000 stock options with an exercise price 003Gnd an expiry
date of December 21, 2021 were granted to offia@is directors of the Company. These options héadravalue of
$64,319 and vested and were exercisable immediately

NOTE 8 — SHARE CAPITAL

Authorized share capital consists of an unlimitathber of common shares without par value.

a)

On April 30, 2015 the Company completed a privdse@ment financing consisting of 6,500,000 unit$@05 per unit

for gross proceeds of $325,000. Each unit cortsisteone common share and one half of one commaregburchase
warrant, with each whole warrant exercisable tauaegone common share at a price of $0.20 for mgaf 3 years from

the closing date. Cash proceeds from the priviaeement were allocated as $237,226 and $87,73gectvely, to the
common shares and warrants issued in the privateplent based on their relative fair values attbsing date of the
private placement. The Company paid a total of 34 j cash finders’ fees, issued a total of 40,@fers’ units (value

of $2,000) having the same terms as the placemmststand issued 69,040 finders’ warrants each éeadte to acquire a
common share at a price of $0.05 per share forriacpef 2 years from closing. In accordance wite Company’s

accounting policy in regards to unit bifurcatiohe tCompany calculated the relative fair value ef @init warrants with
the use of the Black-Scholes option pricing modighwhe following assumptions: term of 3 years,idénd yield of 0%,

expected volatility of 111% and a risk free inténede of 0.69%. Furthermore, the Company calcdl#te fair value of
the finders’ warrants with use of the Black-Schalgsion pricing model with the following assumptiorterm of 2 years,
dividend yield of 0%, expected volatility of 179%daa risk free interest rate of 0.71%. In additiorthe cash finders’
fees paid, $4,421 of share issue costs were intimreonnection with this private placement.
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NOTE 8 — SHARE CAPITAL (continued)

b) On October 15, 2015 the Company completed a pripleement financing consisting of 7,500,000 uait$0.03 per
unit for gross proceeds of $225,000. Each unissted of one common share and one common shacbgsg warrant,
with each warrant exercisable to acquire one comsiame at a price of $0.20 with an expiry date afyM, 2018. Cash
proceeds from the private placement were allocate$157,123 and $67,877, respectively, to the camshares and
warrants issued in the private placement basedein telative fair values at the closing date & firivate placement.
The Company incurred a total of $360 in cash fisées.In accordance with the Company’s accounting poiity
regards to unit bifurcation, the Company calculatezrelative fair value of the unit warrants witie use of the Black-
Scholes option pricing model with the following as®tions: term of 3 years, dividend yield of 0%peasted volatility
of 131% and a risk free interest rate of 0.55%addition to the cash finders’ fees paid, $4,008l&re issue costs were
incurred in connection with this private placement.

c) On August 15 and September 15, 2016 the Companypleted a private placement financing consistind @000,000
units at $0.03 per unit for gross proceeds of $30@, Each unit consisted of one common share radcommon share
purchase warrant, with each warrant exercisablctpire one common share for 5 years at an irg@iatcise price of
$0.05 for 30 months and an exercise price of $théfeafter. Cash proceeds from the private planemere allocated
as $157,695 and $142,305, respectively, to the aommshares and warrants issued in the private plwebased on
their relative fair values at the closing date loé private placement. The Company issued a totdl86f667 finders’
units (value of $5,600) having the same terms &s flacement units and issued 80,000 finders’ wésraach
exercisable to acquire a common share at a pri§¢®.6b per share for a period of 2 years from olpsiln accordance
with the Company’s accounting policy in regardsutot bifurcation, the Company calculated the rekatiair value of
the unit warrants with the use of the Black-Schalption pricing model with the following assumptsorterm of 5
years, dividend yield of 0%, expected volatilityld#8% and a risk free interest rate of 0.54%. dditton, the Company
calculated the relative fair value of the findensgrrants with use of the Black-Scholes option pgcmodel with the
following assumptions: term of 2 years, dividendlgiof 0%, expected volatility of 168% and a ris&e interest rate of
0.54%

Warrants

A summary of the changes in the Company’s warransesented below:

Number of Weighted Average
Warrants Exercise Price
Balance — March 31, 2015 5,294,205 $ 0.24
Issued 10,839,040 0.20
Balance — March 31, 2016 16,133,245 0.21
Issued 10,266,667 0.05
Expired (2,794,205) 0.28

Balance — March 31, 2017 23,605,707 $ 0.13




MEDALLION RESOURCES LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017

NOTE 8 — SHARE CAPITAL (continued)
As of March 31, 2017, the following warrants wetgstanding:

Number of Warrants

Expiry Date Outstanding Exercise Price
May 1, 2017 ** 69,040 $ 0.05
December 9, 2017 1,500,000 0.20
January 12, 2018 1,000,000 0.20
May 1, 2018 10,770,000 0.20
August 15, 2018 80,000 0.05
August 15, 2021 8,552,000 0.05
September 15, 2021 1,634,667 0.05

23,605,707 $ 0.13

** These warrants expired subsequent to March 31, 2017
Stock Options

The Board of Directors is authorized, pursuanth® €ompany’s Stock Option Plan, to grant optionsitectors, officers,
consultants or employees to acquire up to 10% efiskued and outstanding common shares at thedingeant. The
exercise price for a stock option must not be thas the market price of the Company’s common shatghe time the
option is granted, less applicable discounts péedhiby the TSX Venture Exchange. Stock optionsitgigaunder this plan
are exercisable over a period not exceeding fias/e

a) On August 31, 2015, a total of 550,000 stock opstimith an exercise price of $0.05 were granteditee consultants
to the Company with an expiry date of August 31220 These options vested and were exercisable diabedy,
resulting in total share-based compensation of % ,4

b) During the year ended March 31, 2016, a total 682,000 stock options with exercise prices randing $0.15 to
$0.50 expired.

c) During the year ended March 31, 2017, 500,000 stptions with exercise prices ranging from $0.06@23 expired.
d) On December 7, 2016, a total of 3,790,000 stockonptwith an exercise price of $0.05 were granteafficers,
directors and consultants to the Company with grirgxdate of December 7, 2021. These options deatel were

exercisable immediately, resulting in total shaasdsl compensation of $76,778.

The Company used the following assumptions to deter the fair value of stock options granted witle wf the Black-
Scholes option pricing model:

2017 2016
Risk-free interest rate 0.99% 0.48%
Expected share price volatility 132% 284%
Expected option life in years 5 2.50
Dividend yield Nil% Nil%

The fair value of options granted during the yaatezl March 31, 2017 was $0.02 per option.
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NOTE 8 — SHARE CAPITAL (continued)

A summary of the changes in the Company’s stoclonptis presented below:

Number of Weighted Average
Stock Options Exercise Price
Balance— March 31, 2015 5,545,000 $ 024
Granted 550,000 0.05
Expired (2,635,000) 0.38
Balance-— March 31, 2016 3,460,000 0.10
Granted 3,790,000 0.05
Expired (500,000) 0.16
Balance— March 31, 2017 — Outstanding 6,750,000 $ 0.07
Balance— March 31, 2017 — Exercisable 6,750,000 $ 0.07

As of March 31, 2017, the following options werdstanding:

Number of Options

Expiry Date Outstanding Exercise Price
June 3, 2018 200,000 $ 021
September 25, 2018 60,000 0.41
January 8, 2019 220,000 0.20
June 6, 2019 100,000 0.15
July 8, 2019 215,000 0.15
March 2, 2020 1,615,000 0.06
August 31, 2020 550,000 0.05
December 7, 2021 3,790,000 0.05
6,750,000 $ 0.07

NOTE 9 — COMMITMENTS

The Company has entered into a sub-lease with gaoynowned by a director for office premises whiels been renewed

for an additional year to March 31, 2018 with mdytrent of $1,325. The following is a summary ot tfuture lease
commitments:

Fiscal 2018 $ 15,900
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NOTE 10 — FINANCIAL INSTRUMENTS

Financial instruments measured at fair value aassified into one of three levels in the fair vahierarchy according to the
relative reliability of the inputs used to estiméie fair values. The three levels of the fair edhierarchy are:

Level 1 — Unadjusted quoted prices in active markat identical assets or liabilities;

Level 2 — Inputs other than quoted prices thabblservable for the asset or liability either dikgcot indirectly; and

Level 3 — Inputs that are not based on observahl&eh data.

The following table sets forth the levels in the falue hierarchy in which the Company’s finan@akets and liabilities are

measured and recognized in the consolidated statemfidinancial position. Assets are classifiedtheir entirety based on
the lowest level of input that is significant tetfair value measurement.

Quoted Prices in Active Significant Other

Markets for Identical Observable Significant Balance,
Instruments Inputs Unobservable Inputs March 31,
(Level 1) (Level 2) (Level 3) 2017
Cash $ 46,108 - - $46,108

The fair value of the Company’s accounts payabteaotrued liabilities, due to related parties arahpssory note payable
approximates their carrying values due to the steorh nature of these instruments. The Companyarnitial instruments
are exposed to certain financial risks includingdir risk, liquidity risk, and commaodity-price risk

a) Credit risk
The Company’s cash is held in a major Canadiaméiizd institution. The Company does not have aigpiicant
exposure to credit risk.

b) Liquidity risk
Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tli@y due. The
Company manages liquidity risk through the managerngits capital structure. Accounts payable accraed liabilities
are due within the current operating period.

¢) Commodity price risk
The ability of the Company to develop its businasd the future profitability of the Company areedity related to the
market price of several commodities. The Compaasg/riot hedged any potential future commodity saldsee Company
closely monitors commodity prices to determineappropriate course of action to be taken by the gzom.

d) Sensitivity analysis
The Company has, for accounting purposes, desigrittecash as held-for-trading, which are measwatethir value.
Accounts payable and accrued liabilities and dueelated parties are classified as other finari@ailities which are
measured at amortized cost. As at March 31, 2i& carrying and fair value amounts of the Compaffiyiancial
instruments are the same.

Based on management’s knowledge and experiencéneoffihancial markets, management does not beliba¢ the
Company’s current financial instruments will beeafied significantly by interest rate risk, foreigurrency risk and price
risk. The Company does not hold significant balarioceforeign currencies to give rise to exposuréteign exchange risk.
Commodity price risk could, however, affect the @amy. In particular, the Company’s future profitapiand viability of
development depends upon world markets for natesdurces. As of March 31, 2017, the Company wasamroducing
entity. As a result, commaodity price risk couldeaff the completion of future equity transactionshsais equity offerings and
the exercise of stock options and warrants. The 2oy closely monitors commodity prices, individegluity movements,
and the stock market to determine the appropriatiese of action to be taken.
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NOTE 11 — INCOME TAXES

A reconciliation of income taxes at statutory ratéth the reported taxes is as follows:

2017 2016

Loss for the year $ (481,363) $ (727,706)
Expected income tax (recovery) $ (125,000) $ (189,000)
Change in statutory, foreign tax, foreign excharages and other (1,000) 22,000
Permanent difference 21,000 3,000
Change in unrecognized deductible temporary diffegs 106,000 164,000
Total income tax expense (recovery) $ - $ -
Current income tax $ - $ -
Deferred tax recovery $ - $ -

The significant components of the Company’s detetex assets that have not been included on theotidated statement
of financial position are as follows:

2017 2016

Deferred tax assets (liabilities)

Mineral properties $ 1,314,000 $ 1,314,000

Equipment 3,000 3,000

Share issue costs 7,000 13,000

Allowable capital losses 17,000 17,000

Non-capital losses available for future periods 2,267,000 2,164,000

3,617,000 3,511,000

Unrecognized deferred tax assets (3,617,000) (3,511,000)
Net deferred tax assets $ - $ -

The significant components of the Company’s tempodifferences, unused tax credits and unuseddssek that have not
been included on the consolidated statement ofilahposition are as follows:

Expiry Date Expiry Date
2017 Range 2016 Range
Temporary differences
Mineral properties $ 5,055,000No expiry date  $ 5,055,000 No expiry date
Equipment 12,000 No expiry date 12,000 No expiry date
Share issue costs 28,000 2038 to 2040 49,000 2037 to 2040
Allowable capital losses 65,000N0 expiry date 65,000 No expiry date
Non-capital losses available for future periods ,758,000 2027 to 2037 8,324,000 2027 to 2036

Tax attributes are subject to review, and poteatiflistment, by tax authorities.
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NOTE 12 - MANAGEMENT OF CAPITAL

The Company manages its cash, common shares, @itiokis and warrants as capital (Note 8). The Gomjs objectives
when managing capital are to safeguard the Compaalility to continue as a going concern in orderptirsue the
development of its mineral business and to mairgaftexible capital structure which optimizes thests of capital at an
acceptable risk.

The Company manages the capital structure and naa{astments to it in light of changes in econopoaditions and the
risk characteristics of the underlying assets. miintain or adjust its capital structure, the Conypanay look to issue new
shares, issue new debt, acquire or dispose ofsassetjust the amount of cash. In order to fatdithe management of its
capital requirements, the Company prepares expenadiudgets that are updated as necessary depemdiagious factors,
including successful capital deployment and genadalstry conditions. In order to maximize ongomgsiness development
efforts, the Company does not currently pay outdéinds. The Company’s investment policy is to stviés short-term
excess cash in highly liquid short-term interestfbe investments issued by a major Canadian afegirteank.

There has been no change in the Company’s managemmeapital risk during the year ended March 3112



