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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS 

 

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the interim financial statements, 

they must be accompanied by a notice indicating that the financial statements have not been reviewed by an auditor. 

 

The accompanying unaudited interim financial statements of the Company have been prepared by and are the responsibility of the 

Company’s management. 

 

The Company’s independent auditor has not performed a review of these financial statements in accordance with standards established by 

the Chartered Professional Accountants of Canada for a review of interim financial statements by an entity’s auditor. 

 

 

 

 

 

 

 

 

 

 



MERIDIUS RESOURCES LIMITED 

CONDENSED INTERIM STATEMENTS OF FINANCIAL POSITION 

AS AT 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

 The accompanying notes are an integral part of these condensed interim financial statements.   

  May 31, August 31, 

  2020 2019 

    

ASSETS    

Current assets    

 Cash  $ 136,348 $ 229,605 

 GST receivables   1,800  1,846 

 Prepaids   2,263  10,663 

Total current assets   140,411  242,114 

Non-current assets    

 Equipment (Note 4)   2,848  4,847 

TOTAL ASSETS  $ 143,259 $ 246,961 

    

LIABILITIES    

Current liabilities    

 Accounts payable and accrued liabilities   $ 20,676 $ 13,734 

TOTAL LIABILITIES   20,676  13,734 

SHAREHOLDERS’ EQUITY    

 Share capital (Note 5)   817,264  817,264 

 Share-based payment reserve (Note 5)   110,100  110,100 

 Accumulated deficit   (804,781)  (694,137) 

TOTAL SHAREHOLDERS’ EQUITY   122,583  233,227 

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY  $ 143,259 $ 246,961 

 

Nature of operations (Note 1) 

 
These condensed interim financial statements were approved for issue by the Board of Directors on July 28, 2020 and are signed on its 

behalf by: 

 

On behalf of the Board:    

    

“Peter Espig” Director “Amrik Virk” Director 

    



MERIDIUS RESOURCES LIMITED. 

CONDENSED INTERIM STATEMENTS OF COMPREHENSIVE LOSS 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

  

 

 The accompanying notes are an integral part of these condensed interim financial statements.   

 

 

 

 

 

 

 

 

 

   

Three months ended 

 

Nine months ended 

  May 31, 

2020 

May 31, 

2019 

May 31, 

2020 

May 31, 

2019 

      

EXPENSES      

Accounting and administrative (Note 6)  $ 9,000 $ (1,550) $ 27,000 $ 15,808 

Amortization (Note 4)   666  -  1,999  - 

Audit   3,250  7,050  8,390  26,300 

Consulting (Note 6)   6,000  11,000  18,000  22,500 

Executive compensation (Note 6)   5,250  2,015  15,750  16,750 

Office (Note 6)   13,565  5,631  24,472  14,951 

Regulatory costs   6,736  3,289  12,349  14,647 

Travel, meals and related costs   1,417  1,172  2,684  30,795 

      

Comprehensive loss for the period $ (45,884) $ (28,607) $ (110,644) $ (141,751) 

     

Basic and diluted loss per common share $           (0.00) $ (0.00) $ (0.01) $ (0.01) 

      

Weighted average number of common shares outstanding   11,750,000  11,750,000  11,750,000  11,750,000 



MERIDIUS RESOURCES LIMITED. 

CONDENSED INTERIM STATEMENTS OF CHANGES IN EQUITY 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

The accompanying notes are an integral part of these condensed interim financial statements.  

 

Number of shares Share capital 

Share-based 

payment reserve Deficit Total equity

August 31, 2019             11,750,000  $            817,264  $                110,100  $           (694,137)  $           233,227 

Comprehensive loss for the period -                            -                                                        - (110,644)                         (110,644)

May 31, 2020 11,750,000           817,264$            110,100$                (804,781)$            $           122,583 

Number of shares Share capital 

Share-based 

payment reserve Deficit Total equity

August 31, 2018 11,750,000            $            817,264  $                  94,000  $           (502,014)  $           409,250 

Comprehensive loss for the period -                            -                                                        - (141,751)                         (141,751)

May 31, 2019 11,750,000           817,264$            94,000$                  (643,765)$            $           267,499 

 
 



MERIDIUS RESOURCES LIMITED. 

CONDENSED INTERIM STATEMENTS OF CASH FLOW 

(Expressed in Canadian dollars) 

(Unaudited – Prepared by Management) 
 
 

The accompanying notes are an integral part of these condensed interim financial statements.  

   

   

 

Nine months ended 

   

May 31, 

2020 

May 31,  

2019 
     

CASH FLOWS FROM OPERATING ACTIVITIES     

Net loss for the period   $ (110,644)  $ (141,751) 

Items not involving cash:     

Amortization   1,999 919 

Change in non-cash operating working capital:     

GST receivable   46 3,512 

Prepaid   8,400 (746) 

Accounts payable and accrued liabilities   6,942 15,116 

Net cash used in operating activities   (93,257) (122,950) 

     

CASH FLOWS FROM INVESTING ACTIVITIES     

Purchase of equipment   - (6,686) 

Net cash used in investing activities   - (6,686) 

     

Change in cash during the period (93,257) (129,636) 

     

Cash, beginning of period   229,605 400,381 

Cash, end of period   $ 136,348 $ 270,745 

   
   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



MERIDIUS RESOURCES LIMITED 

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS 

FOR THE NINE MONTHS ENDED MAY 31, 2020 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 
 

 

 

1. Nature of Operations 
 

Meridius’s Resources Limited. (the “Company”) was incorporated on July 10, 2017 under the Business Corporations Act (British 

Columbia) and on February 22, 2018 the Company’s common shares were listed on TSX Venture Exchange (“TSXV”) as a Tier 

2 resource company under the trading symbol “MRI”. The Company’s share options and share purchase warrants are not listed. 

The Company’s principal office is located at 789 – 999 West Hastings Street, Vancouver, B.C. 

 

The Company had working capital of $119,735 (August 31, 2019 - $228,380) and an accumulated deficit of $804,781 (August 

31, 2019 - $694,137) as at May 31, 2020. The Company currently does not have any active operations and management has been 

actively seeking new business opportunities. Although management considers that the Company has adequate resources to 

maintain its ongoing levels of operations and conduct due diligence identifying and evaluating potential business opportunities 

for the next twelve months, the Company realized that any business acquisitions may require additional financing. While the 

Company has been successful in securing financing in the past there can be no assurance that it will be able to do so in the future. 

 

These condensed interim financial statements have been prepared in accordance with International Financial Reporting Standards 

("IFRS") on a going concern basis, which assumes that the Company will be able to realize its assets and discharge its liabilities 

in the normal course of business. These financial statements do not include adjustments to amounts and classifications of assets 

and liabilities that might be necessary should the Company be unable to continue operations. 

 

In March 2020 the World Health Organization declared coronavirus COVID-19 a global pandemic. This contagious disease 

outbreak, which has continued to spread, and any related adverse public health developments, has adversely affected workforces, 

economies, and financial markets globally, potentially leading to an economic downturn. It is not possible for the Company to 

predict the duration or magnitude of the adverse results of the outbreak and its effects on the Company’s business or ability to 

raise funds. 
 

2. Basis of Preparation  
 

 Statement of Compliance 
 

These condensed interim financial statements have been prepared in accordance with IAS 34, Interim Financial Reporting (“IAS 

34”), as issued by the International Accounting Standards Board (“IASB”), and its interpretations, using accounting policies 

consistent with International Financial Reporting Standards (“IFRS”). The condensed interim financial statements should be read 

in conjunction with the audited financial statements for the year ended August 31, 2019, which have been prepared in accordance 

with IFRS as issued by the IASB and interpretations of the IFRS Interpretations Committee (“IFRIC”). The accounting policies 

followed in these condensed interim financial statements are consistent with those applied in the Company’s financial statements 

for the year ended August 31, 2019. 

 

 Basis of Measurement 
 

 The Company’s condensed interim financial statements have been prepared on the historical cost basis except for the revaluation 

of certain financial assets and financial liabilities to fair value.  The condensed interim financial statements are presented in 

Canadian dollars unless otherwise stated. 
 

3. Significant Accounting Policies  

 Critical Judgments and Sources of Estimation Uncertainty  

 

The preparation of these condensed interim financial statements requires management to make certain estimates, judgments and 

assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and reported amounts 

of expenses during the reporting period. Actual outcomes could differ from these estimates. These condensed interim financial 

statements include estimates which, by their nature, are uncertain. The impacts of such estimates are pervasive throughout the 

financial statements, and may require accounting adjustments based on future occurrences. Revisions to accounting estimates are 

recognized in the period in which the estimate is revised and future periods if the revision affects both current and future periods. 

These estimates are based on historical experience, current and future economic conditions and other factors, including 

expectations of future events that are believed to be reasonable under the circumstances. 

  



MERIDIUS RESOURCES LIMITED 

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS 

FOR THE NINE MONTHS ENDED MAY 31, 2020 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 
 

 

 

3. Significant Accounting Policies (continued) 
 

Critical Judgments 
 

The following are critical judgments that management has made in the process of applying accounting policies and that have the 

most significant effect on the amounts recognized in the financial statements: 

 

(i) The determination of categories of financial assets and financial liabilities has been identified as an accounting policy 

which involves judgments or assessments made by management. 
 

(ii) Management is required to assess the functional currency of each entity of the Company. In concluding that the 

Canadian dollar is the functional currency of the Company, management considered the currency that mainly 

influences the cost of providing goods and services in each jurisdiction in which the Company operates. As no single 

currency was clearly dominant the Company also considered secondary indicators including the currency in which 

funds from financing activities are denominated and the currency in which funds are retained. 
 

(iii) Management is required to assess whether there is evidence of impairment in respect of exploration and evaluation 

assets. The triggering events for an impairment test are defined in IFRS 6. In making the assessment, management is 

required to make judgments on the status of each project and the future plans towards finding commercial reserves. The 

nature of exploration and evaluation activity is such that only a proportion of projects are ultimately successful and 

some assets are likely to become impaired in future periods. 
 

(iv) Although the Company takes steps to verify title to exploration and evaluation assets in which it has an interest, these 

procedures do not guarantee the Company’s title.  Such properties may be subject to prior agreements or transfers and 

title may be affected by undetected defects. 
 

(v) The assessment of the probability of future taxable income in which deferred tax assets can be utilized is based on the 

Company’s estimate of future profits or losses adjusted for significant non-taxable income and expenses and specific 

limits to the use of any unused tax loss or credit. The tax rules in the jurisdictions in which the Company operates are 

also carefully taken into consideration. If a positive forecast of taxable income indicates the probable use of a deferred 

tax asset, especially when it can be utilized without a time limit, that deferred tax asset is usually recognized to the 

extent of the amount expected to be utilized. The recognition of deferred tax assets that are subject to certain legal or 

economic limits or uncertainties is assessed individually by management based on the specific facts and circumstances.  
 

Estimation Uncertainty 
 

The following are key assumptions concerning the future and other key sources of estimation uncertainty that have a significant 

risk of resulting in a material adjustment to the carrying amount of assets and liabilities within the next financial year: 
  

(i) Depreciation expense is allocated based on assumed useful life of property, plant and equipment. Should the useful life 

differ from the initial estimate, an adjustment would be made in the statement of operations and comprehensive loss. 
 

(ii) The cost estimates are updated periodically during the life of a mine to reflect known developments, (e.g. revisions to 

cost estimates and to the estimated lives of operations), and are subject to review at regular intervals. 

Decommissioning, restoration and similar liabilities are estimated based on the Company’s interpretation of current 

regulatory requirements, constructive obligations and are measured at fair value. Fair value is determined based on the 

net present value of estimated future cash expenditures for the settlement of decommissioning, restoration or similar 

liabilities that may occur upon decommissioning of the mine. Such estimates are subject to change based on changes in 

laws and regulations and negotiations with regulatory authorities. 
 

(iii) Provisions for income taxes are made using the best estimate of the amount expected to be paid based on a qualitative 

assessment of all relevant factors. The Company reviews the adequacy of these provisions at the end of the reporting 

period. However, it is possible that at some future date an additional liability could result from audits by taxing 

authorities. Where the final outcome of these tax-related matters is different from the amounts that were originally 

recorded, such differences will affect the tax provisions in the period in which such determination is made. 
 

(iv) The assessment of any impairment of non-current assets is dependent upon estimates of the recoverable amount that 

take into account factors such as reserves, economic and market conditions, recoverability of value added taxes and the 

useful lives of assets.   



MERIDIUS RESOURCES LIMITED 

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS 

FOR THE NINE MONTHS ENDED MAY 31, 2020 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 
 

 

 

3. Significant Accounting Policies (continued) 

 

Cash 

 

Cash includes cash on hand and demand deposits.  The Company is not exposed to significant credit or interest rate risk although 

cash is held in excess of federally insured limits with a major financial institution.  

 

Amounts Receivable 

 

Receivables are recognized initially at fair value and subsequently measured at amortized cost using the effective interest method, 

less provision for impairment. Receivables are classified as loans and receivable. A provision for impairment of receivables is 

established when there is objective evidence that the Company will not be able to collect all amounts due according to the 

original terms of the receivables. 

 

Accounts Payable and Accrued Liabilities 

 

Payables are obligations to pay for materials or services that have been acquired in the ordinary course of business from 

suppliers. Payables are classified as current liabilities if payment is due within one year or less. If not, they are presented as non-

current liabilities.  

 

Payables are classified as other financial liabilities initially at fair value and subsequently measured at amortized cost using the 

effective interest method. 

 

Equipment 

 

Equipment is recorded at cost and depreciated using the declining balance method at the following rates per annum. 

 

Computer equipment  55% per annum 

 

Equipment that is withdrawn from use, or has no reasonable prospect of being recovered through use or sale, are regularly 

identified and written off. The assets’ residual values, deprecation methods and useful lives are reviewed, and adjusted if 

appropriate, at each reporting date. 

 

Subsequent expenditures relating to an item of equipment are capitalized when it is probable that future economic benefits from 

the use the assets will be increased. All other subsequent expenditures are recognized as repairs and maintenance. 

 

Exploration and Evaluation Assets 

 

The Company is in the exploration stage with respect to its investment in exploration and evaluation assets and accordingly 

follows the practice of capitalizing all costs relating to the acquisition of, exploration for and development of mineral properties 

and crediting all proceeds received against the cost of the related properties. Such costs include, but are not exclusive to, 

geological, geophysical studies, exploratory drilling and sampling. At such time as commercial production commences, these 

costs will be charged to operations on a unit-of-production method based on proven and probable reserves. The aggregate costs 

related to abandoned mineral properties are charged to operations at the time of any abandonment, or when it has been 

determined that there is evidence of a permanent impairment. An impairment charge relating to a mineral property is 

subsequently reversed when new exploration results or actual or potential proceeds on sale or farm out of the property result in a 

revised estimate of the recoverable amount, but only to the extent that this does not exceed the original carrying value of the 

property that would have resulted if no impairment had been recognized.  

 

The recoverability of amounts shown for exploration and evaluation assets is dependent upon the discovery of economically 

recoverable reserves, the ability of the Company to obtain financing to complete development of the properties, and on future 

production or proceeds of disposition.  

 

The Company recognizes in income, costs recovered on mineral properties when amounts received or receivable are in excess of 

the carrying amount. 

  



MERIDIUS RESOURCES LIMITED 

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS 

FOR THE NINE MONTHS ENDED MAY 31, 2020 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 
 

 

 

3. Significant Accounting Policies (continued) 

 

Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest are 

demonstrable, exploration and evaluation assets attributable to that area of interest are first tested for impairment and then 

reclassified to mining property and development assets.  

 

All capitalized exploration and evaluation expenditures are monitored for indications of impairment. Where a potential 

impairment is indicated, assessments are performed for each area of interest. To the extent that an exploration expenditure is not 

expected to be recovered, it is charged to the results of operations.  

 

Impairment of Long-Lived Assets 

 

At each financial position reporting date, the carrying amounts of the Company’s long-lived assets are reviewed to determine 

whether there is any indication that those assets are impaired. If any such indication exists, the recoverable amount of the asset is 

estimated in order to determine the extent of the impairment, if any. Where the asset does not generate cash flows that are 

independent from other assets, the Company estimates the recoverable amount of the cash-generating unit to which the asset 

belongs.  

 

An asset’s recoverable amount is the higher of fair value less costs of disposal and value in use. Fair value is determined as the 

amount that would be obtained from the sale of an asset in an arm’s length transaction between knowledgeable and willing 

parties. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount 

rate that reflects current market assessments of the time value of money and the risks specific to the asset. If the recoverable 

amount of an asset or cash generating unit is estimated to be less than its carrying amount, the carrying amount of the asset is 

reduced to its recoverable amount and the impairment loss is recognized in the profit or loss for the period.  

 

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased to the 

revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the carrying 

amount that would have been determined had no impairment loss been recognized for the asset (or cash-generating unit) in prior 

years. A reversal of an impairment loss is recognized immediately in profit or loss.  

 

Financial Instruments 

 

Recognition 

 

The Company recognizes a financial asset or financial liability on the statement of financial position when it becomes party to the 

contractual provisions of the financial instrument. Financial assets are initially measured at fair value, and are derecognized either 

when the Company has transferred substantially all the risks and rewards of ownership of the financial asset, or when cash flows 

expire. Financial liabilities are initially measured at fair value and are derecognized when the obligation specified in the contract 

is discharged, cancelled or expired.  

 

A write-off of a financial asset (or a portion thereof) constitutes a derecognition event. Write-off occurs when the Company has 

no reasonable expectations of recovering the contractual cash flows on a financial asset.  

 

Classification and Measurement 

 

The Company determines the classification of its financial instruments at initial recognition. Financial assets and financial 

liabilities are classified according to the following measurement categories: 

 

i) those to be measured subsequently at fair value, either through profit or loss (“FVTPL”) or through other comprehensive 

income (“FVTOCI”); and, 

ii) those to be measured subsequently at amortized cost.  

  



MERIDIUS RESOURCES LIMITED 

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS 

FOR THE NINE MONTHS ENDED MAY 31, 2020 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 
 

 

 

3. Significant Accounting Policies (continued) 

 

The classification and measurement of financial assets after initial recognition at fair value depends on the business model for 

managing the financial asset and the contractual terms of the cash flows. Financial assets that are held within a business model 

whose objective is to collect the contractual cash flows, and that have contractual cash flows that are solely payments of principal 

and interest on the principal outstanding, are generally measured at amortized cost at each subsequent reporting period. All other 

financial assets are measured at their fair values at each subsequent reporting period, with any changes recorded through profit or 

loss or through other comprehensive income (which designation is made as an irrevocable election at the time of recognition). 

 

The classification and measurement bases of the Company’s financial instruments are as follows: 

 

Financial Instrument  IFRS 9 

 

Cash FVTPL 

Accounts receivable Amortized cost 

Accounts payable  Amortized cost 

 

After initial recognition at fair value, financial liabilities are classified and measured at either: 

 

i) amortized cost;  

ii) FVTPL. 

 

The Company reclassifies financial assets when and only when its business model for managing those assets changes. Financial 

liabilities are not reclassified.  

 

Transaction costs that are directly attributable to the acquisition or issuance of a financial asset or financial liability classified as 

subsequently measured at amortized cost are included in the fair value of the instrument on initial recognition. Transaction costs 

for financial assets and financial liabilities classified at fair value through profit or loss are expensed in profit or loss. 

 

Share Capital 

 

Common shares issued by the Company are classified as equity. Costs directly attributable to the issue of common shares, share 

purchase warrants and share options are recognized as a deduction from equity, net of any related income tax effects. 

 

Equity Financing 

 

The Company engages in equity financing transactions to obtain the funds necessary to continue operations and explore and 

evaluate mineral properties. These equity financing transactions may involve issuance of common shares or units.  Units typically 

comprise a certain number of common shares and share purchase warrants. Depending on the terms and conditions of each equity 

financing transaction, the warrants are exercisable into additional common shares at a price prior to expiry as stipulated by the 

terms of the transaction. The Company has adopted the residual value method with respect to the measurement of common shares 

and share purchase warrants issued as private placement units. The fair value of the common shares issued in private placements 

is determined by the closing quoted bid price on the closing date. The balance, if any, is allocated to the attached share purchase 

warrants.  

 

Share-Based Payment Transactions 

 

The share option plan allows Company employees and consultants to acquire shares of the Company. The fair value of share 

options granted is recognized as a share-based compensation expense with a corresponding increase in the equity settled share-

based payments reserve in equity. An individual is classified as an employee when the individual is an employee for legal or tax 

purposes (direct employee) or provides services similar to those performed by a direct employee. 

 

For employees the fair value is measured at grant date and each tranche is recognized on a straight line basis over the period 

during which the share options vest. The fair value of the share options granted is measured using the Black-Scholes option 

pricing model taking into account the terms and conditions upon which the share options were granted. 

 

At the end of each reporting period, the amount recognized as an expense is adjusted to reflect the actual number of share options 

that are expected to vest. 
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(Unaudited – Prepared by Management) 
 

 

 

3. Significant Accounting Policies (continued) 

 

Share-Based Payment Transactions (continued) 

 

Equity-settled share-based payment transactions with non-employees are measured at the fair value of the goods or services 

received. However, if the fair value cannot be estimated reliably, the share-based payment transaction is measured at the fair 

value of the equity instruments granted at the date the Company receives the goods or the services. 

  

Taxation 

 

Income tax expense comprises current and deferred income tax. Income tax is recognized in the statement of comprehensive 

income (loss), except to the extent that it relates to items recognized in other comprehensive income (loss) or directly in equity. 

In this case the income tax is also recognized in other comprehensive income (loss) or directly in equity, respectively. 

 

Current Income Tax 

 

The current income tax charge is calculated on the basis of the tax laws enacted or substantially enacted at the statement of 

financial position date in the countries where the Company’s subsidiaries operate and generate taxable income. Management 

periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject to 

interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the tax authorities. 

 

Deferred Income Tax 

 

Deferred income tax is recognized, using the liability method, on temporary differences arising between the tax bases of assets 

and liabilities and their carrying amounts in the financial statements. However, the deferred income tax is not accounted for if it 

arises from initial recognition of an asset or liability in a transaction other than a business combination that at the time of the 

transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that 

have been enacted or substantially enacted by the statement of financial position date and are expected to apply when the related 

deferred income tax asset is realized or the deferred income tax liability is settled. 

 

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit will be available against 

which the temporary differences can be utilized. 

 

Deferred income tax is provided on temporary differences. Deferred income tax assets and liabilities are offset when here is a 

legally enforceable right to offset current tax assets against current tax liabilities and when the deferred income tax assets and 

liabilities relate to income taxes levied by the same taxation authority on either the taxable entity or different taxable entities 

where there is an intention to settle the balances on a net basis. 

 

Loss Per Share 

 

Basic loss per share is computed by dividing loss available to common shareholders by the weighted average number of common 

shares outstanding during the period. The computation of diluted loss per share assumes the conversion, exercise or contingent 

issuance of securities only when such conversion, exercise or issuance would have a dilutive effect on loss per share.  The 

dilutive effect of convertible securities is reflected in dilutive earnings per share by application of the “if converted” method.  The 

dilutive effect of outstanding options and warrants and their equivalents is reflected in diluted loss per share. 

 

Comparative Figures  

 
Certain of the prior fiscal year’s comparative figures have been reclassified to conform with the current fiscal period’s 

presentation. 
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4. Equipment 

 

Equipment is carried at cost less accumulated depreciation. Details are as follows: 

 

   Equipment 

    

Cost    

 Balance, August 31, 2018   $ - 

  Additions    6,686 

    

 Balance, August 31, 2019 and May 31, 2020   $ 6,686 

    

Accumulated depreciation    

 Balance, August 31, 2018   $ - 

  Additions    1,839 

    

 Balance, August 31, 2019    1,839 

  Additions    1,999 

    

 Balance, May 31, 2020   $ 3,838 

    

Carrying amounts    

 Balance, August 31, 2019   $ 4,847 

 Balance, May 31, 2020   $ 2,848 

 

5. Share Capital 

 

(a) Authorized Share Capital 

 

The Company’s authorized share capital consists of an unlimited number of common shares without par value and 

unlimited preferred shares without par value.  All issued common shares are fully paid. 

 

 (b) Equity Financings 

 

During the period ended May 31, 2020 and year ended August 31, 2019, the Company did not complete any equity 

financings. 

 

As at May 31, 2020, 1,447,500 common shares were held in escrow. 

 

(c) Share Option Plan 

 

The Company has established a rolling share option plan (the “Plan”), in which the maximum number of common 

shares which can be reserved for issuance under the Plan is 10% of the issued and outstanding shares of the Company.  

The minimum exercise price of the options is set at the Company’s closing share price on the day before the grant date, 

less allowable discounts.  Options granted may be subject to vesting provisions as determined by the Board of Directors 

and have a maximum term of ten years.  

 

During the year ended August 31, 2019, the Company granted share options to purchase 150,000 common shares and 

recorded compensation expense of $16,100. 
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5. Share Capital 

 

(c) Share Option Plan 

 

The fair value of share options granted and vested is estimated using the Black-Scholes option pricing model using the 

following assumptions: 

 
  

Period ended  

May 31, 2020 

 

Period ended  

May 31, 2019 

Risk-free interest rate - - 

Estimated volatility - - 

Expected life - - 

Expected dividend yield - - 

Estimated forfeiture rate - - 

 

The weighted average grant date fair value of all share options granted during the period ended May 31, 2020 was $Nil 

(2019 - $Nil) per share option. 

 

Option-pricing models require the use of estimates and assumptions including the expected volatility.  Changes in the 

underlying assumptions can materially affect the fair value estimates and, therefore, existing models do not necessarily 

provide a reliable measure of the fair value of the Company’s share options.  

 

A summary of charges in the Company’s share options as follows: 

  

 

Period ended  

May 31, 2020 

Year ended  

August 31, 2019 

 Number 

Weighted 

Average 

Exercise Price Number 

Weighted 

Average 

Exercise Price 

     

Balance, beginning of period  1,125,000 $ 0.10  1,175,000 $  - 

     

Granted  -  -  150,000    0.10 

Expired  -  -  (200,000)        0.10 

     

Balance, end of period  1,125,000 $                  0.10  1,125,000 $ 0.10 

 

The following table summarizes information about the share options outstanding and exercisable at May 31, 2020: 

 

Number  

Outstanding 

Number  

Exercisable 

Exercise  

Price 

Expiry  

Date 

    

900,000 900,000 $      0.10 22-Feb-23 

75,000 75,000     0.10 23-Feb-23 

150,000 150,000     0.15 23-Feb-23 

1,125,000 1,125,000 
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6. Related Party Disclosures 

 

Key management personnel include those persons having authority and responsibility for planning, directing and controlling the 

activities of the Company as a whole.  The Company has determined that key management personnel consists of members of the 

Company’s current and former Board of Directors and its executive officers. 

 

 During the period ended May 31, 2020 and 2019 the following compensation was incurred:  

 

 For the nine months ended 

 May 31,  

2020 

May 31,  

2019 

   

Accounting and administrative  $ 27,000   - 

  Consulting   18,000         22,500 

Executive compensation   15,750   16,750 

Office   16,000   - 

 $ 76,750 $ 39,250 

 

Included in accounts payable and accrued liabilities at May 31, 2020 is $5,205 (August 31, 2019 - $212) owed to a director and 

officer of the Company. 

 

Included in prepaids at May 31, 2020 is $2,263 (August 31, 2019 - $10,663) paid to a company owned by a director of the 

Company. 

 

7. Financial Instruments  

 

Fair values 

   

The Company’s financial instruments consist of cash, accounts receivable and accounts payable.  Cash is carried at fair value. 

The fair values of accounts receivable and accounts payable approximate their carrying amounts due to their current nature.  

 

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy based on the degree 

to which the inputs used to determine the fair value are observable. The three levels of the fair value hierarchy are: 

 

Level 1 - Quoted prices are available in active markets for identical assets or liabilities as of the reporting date.  Active markets 

are those in which transactions occur in sufficient frequency and value to provide pricing information on an ongoing 

basis.  

 

Level 2 - Pricing inputs are other than quoted prices in active markets included in Level 1.  Prices in Level 2 are either directly or 

indirectly observable as of the reporting date.  Level 2 valuations are based on inputs including quoted forward prices 

for commodities, time value and volatility factors, which can be substantially observed or corroborated in the market 

place.  

 

Level 3 - Valuations in this level are those with inputs for the asset or liability that are not based on observable market data.  
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7. Financial Instruments (continued) 

 

The Company’s financial assets measured at fair value on a recurring basis were calculated as follows: 

 

 

 

 

 

 

Balance  

 

Quoted Prices in 

Active Markets  

for Identical 

 Assets   

Significant 

Other 

Observable 

Inputs  

 

Significant 

Unobservable 

Inputs 

  (Level 1)  (Level 2)  (Level 3) 

        
As at May 31, 2020        

Cash $     136,348  $          136,348  $                  -  $                     - 

        

As at August 31, 2019        

Cash $     229,605  $          229,605  $                  -  $                     - 

        

 

The Company’s risk exposures and the impact on the Company’s financial instruments are summarized below: 

 

Credit Risk 

 

Financial instruments that potentially subject the Company to a concentration of credit risk consist primarily of cash. The 

Company limits its exposure to credit loss by depositing its cash with high credit quality financial institutions. The carrying 

amount of financial assets represents the maximum credit exposure. 

 

 Liquidity Risk 

 

Liquidity risk is managed by ensuring sufficient financial resources are available to meet obligations associated with financial 

liabilities. All of the Company’s financial liabilities are classified as current and the Company has a practice of paying their 

outstanding payables within 30 days. 

 

Market Risk 

 

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange rates, and 

commodity and equity prices.  These fluctuations may be significant. 

 

 (a) Interest Rate Risk 

 

Interest rate risk is the risk that the fair value or cash flows of a financial instrument will fluctuate because of changes 

in market interest rates. The Company has interest bearing assets in relation to cash at banks and GICs carried at 

floating interest rates with reference to the market. The Company’s operating cash flows are substantially independent 

of changes in market interest rates. The Company has not used any financial instrument to hedge potential fluctuations 

in interest rates. 

 

The exposure to interest rates for the Company is considered minimal. The Company has no interest bearing 

borrowings. 

 

 (b) Foreign Currency Risk  

 

The Company is exposed to foreign currency risk on fluctuations related to cash, accounts payable and accrued 

liabilities that are denominated in a foreign currency. As at May 31, 2020 the Company did not have any accounts in 

foreign currencies and considers foreign currency risk insignificant. 

 

 (c) Price Risk  

 

The Company is exposed to price risk with respect to commodity prices. The Company’s ability to raise capital to fund 

exploration and evaluation activities is subject to risks associated with fluctuations in the market price of commodities. 
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8. Capital Risk Management 

 

Capital Management 

 

The Company manages, as capital, the components of shareholders’ equity. The Company’s objectives, when 

managing capital, are to safeguard its ability to continue as a going concern. The Company manages its capital 

structure, and makes adjustments to it, in light of changes in economic conditions and the risk of characteristics of the 

underlying assets. To maintain or adjust its capital structure, the Company may attempt to issue common shares, 

borrow and acquire or dispose of assets. In order to maximize ongoing exploration efforts, the Company does not pay 

out dividends. The Company’s policy is to invest its excess cash, if any, in highly liquid, short-term, interest bearing 

investments with maturities of one year or less from the date of acquisition. 

 

9. Segmented Information 

 

The Company operates in one reportable operating segment, being exploration and development of mineral properties in Canada. 

 


