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Independent auditor’s report

To the Shareholders of Grizzly Discoveries Inc.
We have audited the accompanying consolidated financial statements of Grizzly Discoveries Inc.,
which comprise the consolidated statement of financial position as at July 31, 2018 and July 31, 2017,
and the consolidated statement of comprehensive loss and comprehensive loss, consolidated
statement of changes in equity and consolidated statement of cash flows for the years then ended,
and a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.
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We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Grizzly Discoveries Inc. as at July 31, 2018 and 2018, and its
financial performance and its cash flows for the years then ended in accordance with International
Financial Reporting Standards.

Emphasis of matter
Without modifying our opinion, we draw attention to Note 1 to the consolidated financial statements,
which indicates that as at July 31, 2018, Grizzly Discoveries Inc. has a deficit of $16,472,187, and has
not yet determined whether its mineral properties contain mineral deposits that are economically
recoverable. These conditions, along with other matters as set forth in Note 1, indicate the existence
of a material uncertainty that may cast significant doubt about company’s ability to continue as a going
concern. Management’s plan in regard to these matters is also described in Note 1. The consolidated
financial statements do not include any adjustments that might result from the outcome of this
uncertainty.

Edmonton, Canada
November 27, 2018

Chartered Professional Accountants

GRIZZLY DISCOVERIES INC.
Consolidated statements of financial position

As at July 31

2018

2017

ASSETS
Current
Cash and cash equivalents
Restricted cash (note 4)
Other current assets (note 5)

$

Deposit (note 6)
Mineral properties (note 6)
TOTAL ASSETS

149,920
5,000
62,289

$

42,938
5,000
52,675

217,209

100,613

30,696
6,801,787

30,303
8,296,168

$

7,049,692

$

8,427,084

$

71,100
4,000

$

71,854
‐

LIABILITIES
Current
Accounts payable and accrued liabilities
Deferred flow through share premium (note 8)

75,100

71,854

Reclamation provision (note 6)

200,643

191,165

TOTAL LIABILITIES

275,743

263,019

EQUITY
Share capital (note 8)
Warrant capital (note 8)
Contributed surplus
Deficit
TOTAL EQUITY
TOTAL LIABILITIES AND EQUITY

$

20,464,514
12,180
2,769,442
(16,472,187)

19,975,034
23,059
2,724,563
(14,558,591)

6,773,949

8,164,065

7,049,692

$

Approved by the Board of Directors
Director (signed by) “Brian Testo”
Director (signed by) “Sam Pillersdorf”

The accompanying notes form an integral part of these consolidated financial statements.

8,427,084

GRIZZLY DISCOVERIES INC.
Consolidated statements of loss and comprehensive loss

For the years ended July 31

2018

2017

EXPENSES
General and administration (note 9)
Share based compensation (note 8)
Impairment (note 6)
Interest expense

$

TOTAL EXPENSES

(154,093)
(42,000)
(1,719,300)
‐

$

(1,915,393)

(155,644)
(69,000)
(29,439)
(2,179)
(256,262)

OTHER INCOME
Interest income

1,797

753

NET LOSS AND COMPREHENSIVE LOSS

$ (1,913,596)

$

(255,509)

BASIC AND DILUTED LOSS PER COMMON SHARE

$

$

(0.00)

Weighted average number of common shares outstanding

(0.03)
57,626,605

The accompanying notes form an integral part of these consolidated financial statements.

53,413,542

GRIZZLY DISCOVERIES INC.
Consolidated statements of changes in equity

As at July 31, 2016
Net loss and comprehensive loss
Private placement financings
(note 8)
Shares issued for services (note 8)
Share based compensation (note 8)
As at July 31, 2017

Number of
common
shares

Share capital

Warrant
capital

52,407,805

$ 19,842,144

8,879

‐

‐

2,760,000

115,714

361,600

17,176

‐

‐

‐

17,176

‐

‐

‐

69,000

‐

69,000

55,529,405

19,975,034

23,059

2,724,563

(14,558,591)

8,164,065

‐

‐

‐

(1,913,596)

(1,913,596)

Net loss and comprehensive loss

Contributed
surplus

Deficit

2,655,563

$ (14,303,082)

‐

‐

(255,509)

(255,509)

14,180

‐

‐

129,894

$

Total equity

$

8,203,504

Private placement financings
(note 8)

1,962,500

118,905

‐

‐

‐

118,905

Warrants and options exercised

2,501,000

190,575

(2,000)

(6,000)

‐

182,575

‐

(8,879)

8,879

‐

‐

2,000,004

180,000

‐

‐

‐

180,000

‐

‐

‐

42,000

‐

42,000

61,992,909

$ 20,464,514

2,769,442

$ (16,472,187)

Warrants expired
Shares issued as consideration for
mineral properties (Note 6)
Share based compensation (note 8)
As at July 31, 2018

$

12,180

$

The accompanying notes form an integral part of these consolidated financial statements.

$

6,773,949

GRIZZLY DISCOVERIES INC.
Consolidated statements of cash flows
For the years ended July 31

2018

2017

CASH PROVIDED BY (USED IN):
OPERATING ACTIVITIES:
Net loss

$ (1,913,596)

$

(255,509)

Items not affecting cash and cash equivalents:
Share based compensation
Shares issued for services (note 8)
Impairment
Interest expense

42,000
‐
1,719,300
‐

Changes in non‐cash working capital:
Other current assets
Accounts payable and accrued liabilities

69,000
17,176
29,439
2,179

(2,418)
1,071

8,421
12,690

(153,643)

(116,604)

Deposit
Mineral properties expenditures

(393)
(44,462)

(232)
(61,258)

Cash and cash equivalents used in investing activities

(44,855)

(61,490)

Proceeds from issuance of shares (note 8)
Proceeds from issuance of warrants (note 8)
Finder fees paid (note 8)
Costs of share issuance

307,575
‐
‐
(2,095)

124,200
13,800
(3,800)
(4,306)

Cash and cash equivalents provided by financing activities

305,480

129,894

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

106,982

(48,200)

42,938

91,138

Cash and cash equivalents used in operating activities
INVESTING ACTIVITIES:

FINANCING ACTIVITIES:

Cash and cash equivalents – beginning of year
CASH AND CASH EQUIVALENTS – END OF YEAR

$

149,920

See Note 10 for supplemental cash flow information.

The accompanying notes form an integral part of these consolidated financial statements.

$

42,938

GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017
1.

Nature of operations and going concern
Grizzly Discoveries Inc. (the “Company” or “Grizzly”) was incorporated on May 31, 2002 in Alberta and is in
the business of acquiring and exploring mineral properties located in Canada. The Company has not yet
determined whether these properties contain mineral reserves that are economically recoverable. The
Company’s registered office is Suite 3400, 350 7 Avenue SW, Calgary. Alberta, T2P 3N9. The Company’s head
office is at Suite 363 – 9768 170 Street NW, Edmonton, Alberta, T5T 5L4.
Long‐term continuance of the Company’s operations is dependent upon achieving profitable operations and
obtaining additional equity or debt financing. The recoverability of the carrying values of the Company’s
mineral properties is dependent upon the existence and discovery of economically recoverable reserves, the
ability of the Company to obtain the necessary financing to complete the development of these properties
and future profitable production from or proceeds from the disposition of mineral properties.
These consolidated financial statements have been prepared on a going concern basis, which contemplates
the realization of assets and settlement of liabilities in the normal course of operations. As at July 31, 2018,
the Company has a deficit of $16,472,187 (2017 ‐ $14,558,591) and the Company has not yet determined
whether its mineral properties contain mineral deposits that are economically recoverable. These material
uncertainties may cast doubt regarding the Company’s ability to continue as a going concern. At the current
stage of the Company’s development, the ability of the Company to continue as a going concern is dependent
upon its ability to obtain additional sources of financing. Management’s intentions are to continue to pursue
additional financing. If the Company is unsuccessful in obtaining additional financing to fund operations and
the exploration and development of its mineral properties, the going concern assumption may not be
appropriate and adjustments would be necessary to the carrying value of assets and liabilities and reported
revenues and expenses. Such adjustments may be material.

2.

Basis of presentation
These consolidated financial statements have been prepared in accordance with IFRS as issued by the
International Accounting Standards Board (“IASB”) and include the accounts of the Company and its wholly
owned subsidiary Alberta Potash Corp. (incorporated in Alberta). All intercompany balances and transactions
have been eliminated on consolidation.
These consolidated financial statements have been prepared on a historical cost basis and are presented in
Canadian Dollars unless otherwise noted.
These consolidated financial statements were approved by the Board of Directors of the Company on
November 27, 2018.

3.

Significant accounting policies
The accounting policies set out below have been applied consistently to both years presented in these
consolidated financial statements.
a) Management estimates and judgements
The preparation of these consolidated financial statements requires management to make certain
estimates, judgments and assumptions that affect the amounts reported and disclosed in its consolidated
financial statements and related notes. Those include estimates that, by their nature, are uncertain and
actual results could differ materially from those estimates. The impacts of such estimates may require
accounting adjustments based on future results. Revisions to accounting estimates are recognized in the
period in which the estimate is revised.
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GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017
The areas which require management to make significant estimates, judgments and assumptions in
determining carrying values include, but are not limited to:
i)

Share‐based compensation and payments
The fair value of equity‐settled share‐based compensation to employees, consultants, directors,
officers, and others providing similar services are measured at the fair value of equity instruments
at the grant date.
Share based payments to parties other than those described above are measured at the fair value
of the goods or services received, except where the fair value cannot be estimated reliably, in
which case they are measured at fair value of the equity instruments granted, measured at the
date the entity obtains the goods or the counterparty renders the service.
Fair value of options granted as share based compensation is determined using the Black‐Scholes
Option Pricing Model based on estimates at the date of grant. The Black‐Scholes Option Pricing
Model utilizes subjective assumptions such as expected price volatility and expected life of the
award. Changes in these assumptions can significantly affect the fair value estimate.

ii)

Deferred taxes
The Company recognizes the deferred tax benefit related to deferred tax assets to the amount that
is probable to be realized. Assessing the recoverability of deferred tax assets requires management
to make significant estimates of future taxable profit. In addition, future changes in tax laws could
limit the ability of the Company to obtain tax deductions from deferred tax assets.

iii)

Impairment of assets
Mineral property expenditures: Recognition of mineral property expenditures requires judgment
from management in determining whether it is likely that future economic benefits are likely either
from future exploitation or sale or where activities have not reached a stage which permits a
reasonable assessment of the existence of reserves. Management is required to make certain
estimates and assumptions about future events or circumstances, in particular whether an
economically viable extraction operation can be established, and takes into consideration variables
such as long‐term commodity prices, exploration potential and extraction costs. Estimates and
assumptions made may change if new information becomes available. If, after expenditures are
capitalized, information becomes available suggesting that the recovery of expenditures is unlikely,
the amounts capitalized are written off in profit or loss in the period when the new information
becomes available.

iv)

Depreciation
The Company provides for depreciation using the declining balance method at rates designed to
amortize the cost of individual items and their material components over their estimated useful
lives. Management’s judgment is involved in the determination of useful life and residual values
for the calculation of depreciation and no assurance can be given that actual useful lives and
residual values will not differ significantly from management’s assumptions.

v)

Reclamation provisions
When providing for rehabilitation, the Company uses assumptions based on the current economic
environment which management believes are reasonable upon which to estimate the future
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GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017
liability. These estimates consider any material changes to the assumptions that occur when
reviewed regularly by management. Estimates are reviewed annually and are based on current
regulatory requirements. Significant changes in estimates will result in changes to the liability from
year to year. Actual costs to settle the future liability will ultimately depend on the market
condition at the time the costs are actually incurred.
vi)

Flow‐through expenditures
Management may estimate a premium associated with the sale of flow through shares by
comparing the sale price of the flow through shares to their fair value on the date the flow through
shares are sold, with reference to the quoted closing market price of the Company’s common
shares. If a premium is determined, the Company records an increase to share capital equal to the
fair value of the common shares on the date of sale, and a deferred flow through share liability
equal to any such premium.

b) Cash and cash equivalents
Cash and cash equivalents are comprised of: cash on hand; cash on deposit with the Company’s financial
institution, and; highly liquid investments with maturity dates of three months or less. Restricted cash,
when applicable, is presented separately from cash and cash equivalents as a current or non‐current
asset depending on the nature of the restrictions.
c)

Farm‐outs in the exploration and evaluation phase
The Company does not record any expenditure made by the farmee on its account. It also does not
recognize any gain or loss on its exploration and evaluation farm‐out arrangements, but redesignates any
costs previously capitalized in relation to the whole interest as relating to the partial interest retained.
Any cash consideration received directly from the farmee is credited against costs previously capitalized
in relation to the whole interest with any excess accounted for by the farmer as a gain on disposal.

d) Financial instruments
The Company classifies financial assets as fair value through profit or loss, available‐for‐sale financial
assets, held‐to‐maturity investments or as loans and receivables. The Company classifies financial
liabilities as either at fair value through profit or loss or at amortized cost using the effective interest
method. Financial assets and financial liabilities are recognized initially at fair value. Transaction costs,
other than those related to the financial instruments classified as financial assets and liabilities at fair
value through profit or loss, are added to the fair value of the financial asset and financial liability on
initial recognition and amortized using the effective interest method.
Financial assets and financial liabilities classified as fair value through profit or loss are re‐measured at
fair value at the end of each reporting period, with gains or losses recognized in profit and loss.
Financial assets classified as available‐for‐sale are re‐measured at fair value at the end of each reporting
period with gains or losses recognized in other comprehensive income until assets are derecognized or
become impaired.
Financial assets classified as loans and receivables and held‐to‐maturity investments and financial
liabilities that are not classified as fair value through profit or loss are subsequently measured at
amortized cost using the effective interest method.
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GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017
The Company assesses, at the end of each reporting period, whether there is objective evidence that
financial assets are impaired. A financial asset is impaired and impairment losses are incurred if there is
objective evidence of impairment as a result of one or more events that occurred after the initial
recognition of the asset that has a negative impact on the estimated future cash flows of the financial
asset that can be reasonably estimated.
e) Foreign currency
The Canadian dollar is the functional and presentation currency of the Company and the Company’s
subsidiary. Transactions in foreign currencies are translated into the functional currency at exchange
rates in effect on the transaction date. Monetary assets and liabilities denominated in currencies other
than the functional currency are translated into the functional currency at exchange rates in effect on
the reporting date. Non‐monetary items are translated at historical exchange rates, except where such
items are carried at fair value, in which case they are translated at the exchange rate in effect at the
reporting date. The resulting foreign exchange gains or losses are recognized in profit or loss in the
periods in which they occur.
f)

Income taxes
Income tax expense or recovery is comprised of current and deferred tax. Current tax and deferred tax
are recognized in profit or loss except to the extent that it relates to a business combination or items
recognized directly in equity or in other comprehensive loss.
Current taxes are recognized for the estimated income taxes payable or receivable on taxable income or
loss for the current year and any adjustment to income taxes payable in respect of previous years.
Current income taxes are determined using tax rates and tax laws that have been enacted or
substantively enacted by the reporting date.
Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs
from its tax base, except for taxable temporary differences arising on the initial recognition of goodwill
and temporary differences arising on the initial recognition of an asset or liability in a transaction which
is not a business combination and at the time of the transaction affects neither accounting nor taxable
profit and loss.
Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences
is restricted to the instances where it is probable that future taxable profit will be available against which
the deferred tax asset can be utilized. At the end of each reporting year the Company reassesses
unrecognized deferred tax assets. The Company recognizes a previously unrecognized deferred tax asset
to the extent that it has become probable that the future taxable profit will allow the deferred tax asset
to be recovered.
Deferred tax assets and liabilities are offset only when the Company has a right and intention to offset
current tax assets and liabilities from the same taxation authority.

g)

Government grants
Under certain circumstances the Company receives a benefit from government incentive programs such
as investment tax credits. Government incentives are accrued when there is reasonable assurance of
realization and reflected as a reduction of the related asset or expense. If the government incentive
benefits received are less than the amount accrued and claimed, the difference will be reflected in the
measurement of the related asset or in profit and loss in the year in which it is determined.
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GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017
h) Mineral interests
Mineral property acquisition costs and exploration costs directly related to specific properties are
deferred, commencing on the date that the Company acquires legal rights to explore a mineral property,
until technical and economic feasibility of extracting a mineral resource is demonstrable, or until the
properties are sold or abandoned. All other costs, including administrative overhead are expensed as
incurred. If the properties are put into commercial production, the acquisition and exploration
expenditures will be depleted using the units of production basis based upon the proven reserves
available. If the properties are sold or abandoned, these expenditures will be written off.
Mineral interests are reviewed for impairment whenever events or changes in circumstances indicate
that their carrying amounts may exceed their recoverable amount, which is the higher of the asset’s fair
value less costs to sell and its value in use. Where there is evidence of impairment, the net carrying
amount of the asset will be written down to its recoverable amount. Impairment losses are reversed if
circumstances change and the net recoverable amount subsequently increases.
Title to resource properties involves certain inherent risks due to the difficulties of determining the
validity of certain claims as well as the potential for problems arising from the frequently ambiguous
conveyance history characteristic of many resource properties. The Company has investigated title to all
its mineral properties and, to the best of its knowledge, title to all its properties are in good standing.
i)

Income (loss) per share
Income (loss) per share is computed by dividing the net income (loss) by the weighted average number
of common shares outstanding during the period. Diluted per share amounts reflect the potential dilution
that could occur if stock options or warrants to purchase common shares were exercised and converted
to common shares. The treasury stock method of calculating diluted per share amounts is used whereby
any proceeds from the exercise of stock options or warrants that are in the money are assumed to be
used to purchase common shares of the Company at the average market price during the year. When
the Company is in a net loss position, the exercise of options and warrants is anti‐dilutive.

j)

Provisions
A provision is recognized when; the Company has a present legal or constructive obligation because of a
past event, it is probable that a future outflow of resources will be required to settle the obligation, and
a reliable estimate can be made of the amount of the obligation. A provision is a liability of uncertain
timing or amount. Provisions are measured at the present value of the expenditures expected to be
required to settle the obligation using a pre‐tax rate that reflects the current market assessments of the
time value of money and the risk specific to the obligation. The increase in the provision due to the
passage of time is recognized as a financing expense.

k)

Share based payments
Share‐based compensation related to the issuance of stock options to employees, consultants, directors,
and officers pursuant to the Company’s stock option plan, is accounted for using the fair value method
whereby compensation expense related to these programs is recorded in profit or loss with a
corresponding increase to contributed surplus in equity. The fair value of options of compensation
warrants issued to agents is recorded as share issue costs with a corresponding increase to contributed
surplus.
The fair value of options granted to employees (as defined in IFRS 2) is determined at the grant date using
the Black Scholes option pricing model and expensed over the vesting period. The fair value of options
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GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017
and compensation warrants granted to non‐employees are valued at the estimated value of the goods
or services provided by the non‐employee. In the case that the value of goods or services received is not
determinable, the Company values these options using the Black Scholes option pricing model.
Consideration paid on the exercise of stock options and warrants is credited to share capital. Upon the
exercise of the stock options or compensation warrants, consideration received together with the
amount previously recognized in contributed surplus is recorded as an increase to share capital. The
Company incorporates an estimated forfeiture rate for stock options and agent’s warrants that may not
vest.
l)

Shares and warrants – measurement
The Company records the value of shares and warrants separately upon the issuance of units consisting
of common shares and warrants. The fair value of the shares included in each unit is determined with
reference to their market value on the unit issue date, and the residual amount, calculated by subtracting
the fair value of the common shares included in the unit from the total consideration received for the
unit, is allocated to the warrants.
Where the fair value of the common shares included in the unit is determined to be equal to or greater
than the consideration received for the unit, the consideration received is allocated to common shares
and nil to the warrants.
Flow‐through shares
The Company may finance exploration of its Canadian mineral interests partially through proceeds raised
upon the issuance of flow‐through shares pursuant to the Income Tax Act (Canada). The sale of flow
through shares allows the Company to transfer deductibility of qualifying exploration costs to purchasers
of flow‐through shares.
Upon the issuance of flow through shares, the Company estimates the premium (“Premium”) associated
with the flow through feature of flow through shares by analyzing the flow through share issue price
against other variables such as the market price or issue price of the Company’s shares without the flow
through attribute. Provided a premium exists upon such comparison, upon sale of the flow through
shares, the Company records an increase to share capital equal to the share capital portion of the gross
proceeds, and a deferred flow through share liability equal to the Premium, if any. The deferred flow
through share premium is classified as current or non‐current depending on the Company’s expectations
of timing of incurring qualifying exploration expenditures, which underlying tax deductions are to be
renounced to the purchasers of flow through shares.
As the Company incurs qualifying exploration expenditures to be renounced to purchasers, the Company
recognizes an associated deferred tax liability and expense, representing the deferred tax effect on the
Company of forfeiting the deductibility of costs incurred, and the associated deferred flow through share
premium is recognized in profit or loss in the period that qualifying exploration expenditures have been
incurred.

m) Related party transactions
The Company recognizes related party transactions at their exchange amount, being the amount of
consideration paid for received for goods, services, assets or liabilities, provided that the related party
transaction is i) in the normal course of business, and ii) has economic substance. For related party
transactions which are not in the normal course of business and have no economic substance, the
Company records the transaction at the carrying amount.
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GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017

n) Current and future changes in accounting standards and policies
Accounting standards, amendments, and interpretations to existing standards effective and adopted
by the Company in the current year
Amendments to International Accounting Standard (“IAS”) 32 have provided clarification on the
application of criteria for offsetting financial assets and financial liabilities, providing a meaning of the
phrase “currently has a legally enforceable right of set‐off” and that some gross mechanisms may be
considered equivalent to net settlement. These amendments have not had a material effect on the
Company’s consolidated financial statements.
IAS 36 has been amended to clarify that an entity is required to disclose the recoverable amount of an
asset (or cash generating unit) whenever an impairment loss has been recognized or reversed in the
period. In addition, they introduce several new disclosures required to be made when the recoverable
amount of impaired assets is based on fair value less costs of disposal, including additional information
about fair value measurement including the applicable level of the fair value hierarchy, and a description
of any valuation techniques used and key assumptions made, and the discount rates used if fair value
less costs of disposal is measured using a present value technique. These amendments have not had a
material effect on the Company’s consolidated financial statements.
Recent accounting pronouncements
IFRS 9 Financial Instruments has recently been released by the IASB representing the completion of its
project to replace IAS 39 Financial Instruments: Recognition and Measurement. The new standard
introduces extensive changes to IAS 39’s guidance on the classification and measurement of financial
assets and introduces a new ‘expected credit loss’ model for the impairment of financial assets. IFRS 9
also provides new guidance on the application of hedge accounting. No material impact is expected
from the adoption of this standard as the Company has no complex financial instruments, or financial
loss provisions. The new standard is required to be applied for annual periods beginning on or after
January 1, 2018.
In January 2017, the IASB issued IFRS 16 Leases (“IFRS 16”). This standard is effective for annual periods
beginning on or after January 1, 2019, and permits early adoption, provided IFRS 15 Revenue from
contracts with Customers has been applied, or is applied at the same date as IFRS 16. IFRS 16 requires
lessees to recognize assets and liabilities for most leases. The Company is in the process of determining
the impact of IFRS 16 on its consolidated financial statements.
4.

Restricted cash
The Company has restricted cash in the amount of $5,000 (2017 ‐ $5,000) as security for corporate credit card
liabilities.
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GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017
5.

Other current assets
As at July 31

2018

2017

Accounts receivable
Goods and services tax receivable
Mineral exploration tax credits receivable
Prepayments and deposits

$

1,388
7,556
10,144
43,201

$

1,388
2,176
2,949
46,162

Total other current assets

$

62,289

$

52,675

The Company holds securities of publicly traded companies which it has classified as available‐for‐sale, carried
at fair value, with unrealized gains and losses held as a component of accumulated other comprehensive loss
in equity, net of deferred taxes.
6.

Mineral properties
Alberta
Diamond
Properties
Balance, July 31, 2016

$

Acquisition costs
Exploration and evaluation costs
Reclamation
Impairment
Balance, July 31, 2017
Acquisition costs
Exploration and evaluation costs
Reclamation
Impairment
Balance, July 31, 2018

$

1

Alberta
Potash
Properties
$

1

BC Precious
Metals
Properties
$

8,285,126

Total
$

8,285,128

‐
12,100
‐
(12,100)

6,818
1,166
(3,835)
(4,149)

17,391
6,839
‐
(13,190)

24,209
20,105
(3,835)
(29,439)

1

1

8,296,166

8,296,168

1,969
2,099
‐
(4,068)

7,387
1,338
9,478
(18,203)

185,855
16,793
‐
(1,697,029)

195,211
20,230
9,478
(1,719,300)

1

$

1

$

6,801,785

$

6,801,787

Option Agreement
On September 23, 2015, the Company and KG Exploration (Canada) Inc., a wholly owned subsidiary of Kinross
Gold Corporation, entered into an option agreement (the “Kinross Option”) whereby the Company has
granted to KG Exploration (Canada) Inc. an option to earn a 75% ownership interest in certain mineral claims
(“Option Area”) within the Company’s Greenwood Project.
The Kinross Option requires that KG Exploration (Canada) Inc. incur USD 3,000,000 in exploration
expenditures on the Option Area within five years of entering the Kinross Option, including incurring USD
750,000 and drilling a minimum of 750 metres within the first two years of the Kinross Option, in order to
earn a 75% interest in the Option Area.
The Option Area consists of mineral claims covering approximately 27,000 hectares of the Company’s
Greenwood Gold Project, and represents approximately one third of the total area of the Greenwood Project.

8

GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017

Provided KG Exploration (Canada) Inc. completes the terms of the Kinross Option, the Kinross Option
contemplates the subsequent formation of a “joint venture” whereby each of the parties would fund its
proportionate share of expenditures for exploration, development, and maintenance costs and receive its
proportionate share of production. The Kinross Option includes provisions for dilution in the case one party
chooses not to contribute its proportionate share; if a party’s interest is diluted below 10%, its interest shall
be converted to a 2% net smelter royalty and the non‐diluting party would have a 100% interest in the mineral
claims constituting the Option Area.
Alberta Potash Properties
The Company has an outstanding environmental reclamation provision related to the reclamation of two
exploratory potash test wells in Southern Alberta, recorded in the consolidated statement of financial
position as a reclamation provision. The Company recorded a reclamation provision in the amount of
$200,643 (2017 ‐ $191,165), being the present value of management’s current estimate of the well site
reclamation, discounted using a risk‐free rate of 2.05% (2017 ‐ 1.34%) with an estimated settlement date of
July 31, 2020. The Company has a security deposit outstanding related to these wells in the amount of
$30,696 (2017 ‐ $30,303), including accumulated interest, pursuant to government regulation. The security
deposit and accumulated interest is refundable to the Company upon successful reclamation of the wells and
has therefore been classified as non‐current on the consolidated statement of financial position.
As the Company has not conducted substantive exploration on the Alberta Potash properties in several years
and, as a result, in the year ended July 31, 2017 the Company impaired the carrying value to a nominal amount
of $1. Mineral claims underlying the Alberta Potash properties have expired in the year ended July 31, 2018
and the Company has re‐acquired the claims assessed to be most prospective for potash through non‐
competitive bids with the Government of Alberta. The Company does not currently have plans or the financial
resources to explore the Alberta Potash Properties. In the case that materially all mineral claims in the Alberta
Potash Property expire and are not re‐acquired, the nominal $1 carrying value will be derecognized through
impairment.
BC Precious Metals Properties
Greenwood
During the year ended July 31, 2008, Grizzly signed two option agreements to acquire a 100% interest in the
Greenwood property. The vendor retains a combined 2.5% net smelter royalty (“NSR”) on the property which
Grizzly can reduce by up to 1.5% for a price of $1,500,000. All of the expenditure requirements under the
option agreements have been met and the Company is now the 100% owner of the underlying mineral claims
subject to the NSR.
During the year ended July 31, 2009, Grizzly signed an option agreement to acquire a 100% interest in the
Sidley Gold‐Dayton Copper property, contiguous with Grizzly’s other Greenwood claims. The vendor will
retain a 2.5% NSR which Grizzly can reduce by up to 1.5% for a price of $1,500,000. The Company is the 100%
owner of the underlying mineral claims subject to the NSR described above.
Prior to August 1, 2010, the Company had acquired several mineral claims which form part of the Company’s
Greenwood Gold project. Certain of these properties are subject to a 3% net smelter royalty.
Twenty percent of certain mineral claims underlying the Greenwood property (the “Rock Creek claims”) are
owned by an unrelated third party and are subject to a carried interest.
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Robocop
On May 16, 2018, the Company announced that it had acquired five mineral claims in Southeastern British
Columbia (the “Robocop Property”). The Robocop Property was purchased from arm’s length vendors
pursuant to a purchase agreement dated May 11, 2018 in exchange for the issuance of 2,000,004 common
shares of the Company and 2,000,004 common share purchase warrants, with each common share purchase
warrant entitling the holder to acquire an additional common share at an exercise price of $0.14 within a
period of three years from issuance. The common shares issued to the vendors were valued at $0.09 per
common share, and the warrants at nil, for an aggregate purchase price of $180,000 for the Robocop
Property.
Under the terms of the Purchase Agreement, the Robocop Property carries a 3% NSR in favour of certain of
the vendors, and, under the terms of the Agreement, Grizzly has the right to purchase up to 2% of the NSR
(down to 1% NSR) within two years after the delivery of a positive Feasibility Study for the Property, for the
amount of $1,500,000.
Impairment
The Company incurred net costs totaling $297 (2017 ‐ $13,190) related to its French and Silver Bear properties
in British Columbia which has been written down to a nominal carrying value of $1 in prior years. These costs
have been reported as impairment on the consolidated statements of loss and comprehensive loss.
During the year, the Company recorded an impairment of $1,696,732, representing the balance of previously
capitalized expenditures on the Peak property, which was forfeited by the Company during the year.
The Company incurred costs of $4,068 (2017 ‐ $12,100) related to its Alberta Diamonds properties which had
been written down to a nominal carrying value of $1 in prior years. These costs have been reported as an
impairment on the consolidated statements of loss and comprehensive loss.
The Company incurred costs of $18,203 (2017 ‐ $7,984) related to its Alberta Potash properties which had
been written down to a nominal carrying value of $1 in the prior year. These costs have been reported as an
impairment on the consolidated statements of loss and comprehensive loss.
7.

Income taxes
Income tax expense
For the years ended July 31

2018

Current tax expense
$
Deferred tax expense:
Origination and reversal of temporary differences
Change in unrecognized deductible temporary
Differences
Total income tax expense

$

‐

2017
$

‐

(504,847)

(51,979)

504,847

51,979

‐

$

‐
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The actual income tax provision differs from the expected amount calculated by applying the Canadian
combined federal and provincial corporate tax rates to income before tax as follows:
For the years ended July 31

2018

2017

Loss before tax
Statutory combined income tax rate

$ (1,913,596)
27.00%

$

(255,509)
27.00%

Expected income tax
Increase (decrease) resulting from:
Non‐deductible expenses
Change in tax rates and rate differences
Change in unrecognized assets
Change in estimates related to prior years

$

$

(68,987)

Income tax expense

$

(516,671)
11,587
‐
504,847
237
‐

17,648
(640)
51,979
‐
$

‐

Recognized deferred tax assets and liabilities
Deferred tax assets are attributable to the following:
As at July 31
Non‐capital losses

2018
$

Deferred tax assets
Set off of tax
Net deferred tax asset

98,999

2017
$

98,999
(98,999)
$

‐

560,651
560,651
(560,651)

$

‐

Deferred tax liabilities are attributable to the following:
As at July 31
Mineral properties

2018
$

Deferred tax liabilities
Set off of tax
Net deferred tax liability

(98,999)

2017
$

(98,999)
98,999
$

‐

(560,651)
(560,651)
560,651

$

‐

Unrecognized deferred tax assets

Deferred tax assets have not been recognized in respect of the following items:
As at July 31
Deductible temporary differences
Tax losses

2018

2017

$

337,998
6,408,204

$

404,324
4,544,180

$

6,746,202

$

4,948,504
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Deferred tax assets have not been recognized in respect of these items because it is not probable that future
taxable profit will be available against which the Company can use the benefits therefrom. The Company has
$6,774,867 (2017 ‐ $6,620,665) of Canadian non‐capital loss carry‐forwards, of which $6,408,204 have not
been recognized, which are estimated to expire between 2026 and 2038.
8.

Share capital
Private placement – December 2017
On December 15, 2017, the Company closed on a private placement of 1,200,000 units of the Company at a
price of $0.05 per Unit for gross proceeds of $60,000. Each Unit consisted of one common share of the
Company and on non‐transferable common share purchase warrant each entitling the holder to acquire one
additional common share at an exercise price of $0.075 per common share until the earlier of: a) 30 days
following the issuance of a news release by the Company that the trading price of the Company’s common
shares on the TSX Venture Exchange is at or greater than $0.12 per common share for 10 consecutive trading
days; and b) December 15, 2019.
The Company has allocated the proceeds in this private placement using the residual value method whereby
the fair value of the shares on the closing date was determined to be $0.05 per common share, with no
residual amount remaining to be allocated to the warrants.
Private placement – July 2018
On July 19, 2018 and July 24, 2018, the Company closed on two tranches of a private placement of 562,500
units of the Company (“NFT Units”) and 200,000 flow‐through units of the Company (“FT Units”) for aggregate
gross proceeds of $65,000.
Each NFT Unit was sold for $0.08 and consisted of one common share of the Company and one non‐
transferable common share purchase warrant (“Warrant”). Each FT Unit was sold for $0.10 per FT Unit and
consisted of one common share issued as a flow‐through share in accordance with the Income Tax Act, and
one half of one Warrant. Each whole Warrant entitles the holder to acquire an additional common share at
an exercise price of $0.12 per Common Share until the earlier of: a) 30 days following the issuance of a news
release by the Company that the trading price of the common shares on the TSX Venture Exchange is at or
greater than $0.18 per common share for 10 consecutive trading days; and b) 2 years after the issue date.
The common shares issuable upon exercise of the Warrants will not be flow‐through shares.
The Company has allocated the proceeds of the private placement using the residual value method whereby
the fair value of the common shares on the closing date was determined to be $0.08 of the purchase price of
the NFT Units and FT Units to the common share, none to the warrants, and $0.02 per FT Unit to the flow
through liability.
Private placement – Year ended July 31, 2017
On March 31, 2017, the Company completed a private placement of 2,760,000 units for gross proceeds of
$138,000, paid a cash finder fee of $3,800, and issued 76,000 finder warrants with terms equivalent to those
of the warrants as described below.
Each unit was comprised of one common share in the capital of the Company and one common share
purchase warrant with an exercise price of $0.075 per common share. Each of the warrants and finder
warrants entitles the holder to acquire one additional common share at $0.075 until March 31, 2019 or, if
during the exercise period of the warrants, but after the resale restrictions on the shares have expired, the

12

GRIZZLY DISCOVERIES INC.
Notes to the consolidated financial statements
For the years ended July 31, 2018 and 2017
Company's shares trade at or above a weighted average trading price of $0.12 per share on the TSX Venture
Exchange for 10 consecutive trading days, the Company may accelerate the expiry time of the warrants by
issuing a news release and giving written notice to holders of warrants stating that the warrants will expire
30 days from the date of such notice.
The Company has allocated the proceeds in this private placement using the residual value method whereby
the fair value of the shares on the closing date was determined to be $0.045 per common share, with the
residual amount of $0.005 remaining to be allocated to the warrants. The finders warrants, having identical
terms to the warrants, have also been deemed to be valued at $0.005 per finders warrant.
Shares issued for services
In the year ended July 31, 2017, the Company issued an aggregate 361,600 common shares valued at $17,176
to AGORA Internet Relations Corp. pursuant to an agreement entered into on February 23, 2017. At July 31,
2017, the Company had accrued an additional $5,300 related to the next share payment required under the
Agreement subsequent to July 31, 2017 in the consolidated interim financial statements, as an increase to
accounts payable and general and administrative expense.
During the year ended July 31, 2018, the agreement with Agora was cancelled by mutual agreement and the
shares accrued for at July 31, 2017 were not issued, and the Company has no liability to issue the shares. The
accrued liability at July 31, 2017 was subsequently reversed.
Common shares
The Company’s articles authorize an unlimited number of common shares with no par value and an unlimited
number of preferred shares. The Company has not issued any preferred shares. A summary of changes in
common share capital is as follows:
Weighted
Number of
average
Shares
issue price
Amount
Balance, July 31, 2016
Issuance of shares in private placements:
March, 2017
Shares issued for services
Costs of share issuance

52,407,805

Balance, July 31, 2017

55,529,405

Issuance of shares in private placements:
December, 2017
July, 2018
Share issued on exercise of warrants
Warrant capital reclassified on exercise of warrants
Shares issued on exercise of options
Contributed surplus reclassified on exercise of options
Shares issued as consideration for mineral
properties (note 6)
Costs of share issuance
Balance, July 31, 2018

2,760,000
361,600
‐

1,200,000
762,500
2,301,000
‐
200,000
‐
2,000,004
‐
61,992,909

$ 19,842,144
$
$

0.045
0.048

124,200
17,176
(8,486)
$ 19,975,034

$
$
$
$

$

0.050
0.080
0.075
‐
0.050
‐

60,000
61,000
172,575
2,000
10,000
6,000

0.090

180,000
(2,095)
$ 20,464,514
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Common share purchase warrants
A summary of changes in common share purchase warrant capital is as follows:
Weighted
average
issue price

Number of
Warrants
Balance, July 31, 2016
Issuance of warrants in private placements:
March 31, 2018
Finders’ warrants

3,682,537

Balance, July 31, 2017

6,518,537

2,760,000
76,000

Amount
$

$
$

0.005
0.005

8,879
13,800
380

$

23,059

Issuance of warrants in private placements:
December, 2017
July, 2018
Warrants issued as consideration
for mineral properties (note 6)
Warrants expired
Warrants exercised

1,200,000
662,500

$
$

‐
‐

‐
‐

2,000,004
(1,781,537)
(2,301,000)

$
$
$

‐
(0.005)
(0.001)

‐
(8,879)
(2,000)

Balance, July 31, 2018

6,298,504

$

12,180

A summary of share purchase warrants outstanding is as follows:

As at July 31, 2018
Exercise
price

Warrants
outstanding

As at July 31, 2017

Warrants Years to
exercisable expiry

Exercise
price

Warrants
outstanding

Warrants Years to
exercisable expiry

$
$
$
$
$
$
$
$

‐
‐
0.075
0.075
0.075
0.140
0.120
0.120

‐
‐
2,400,000
36,000
1,200,000
2,000,004
612,500
50,000

‐
‐
2,400,000
36,000
1,200,000
2,000,004
612,500
50,000

‐
‐
0.7
0.7
1.4
2.8
2.0
2.0

$
$
$
$
$
$
$
$

0.10
0.075
0.075
0.075
‐
‐
‐
‐

887,857
2,794,680
2,760,000
76,000
‐
‐
‐
‐

887,857
2,794,680
2,760,000
76,000
‐
‐
‐
‐

0.4
0.7
1.7
1.7
‐
‐
‐
‐

$

0.101

6,298,504

6,298,504

1.6

$

0.081

6,518,537

6,518,537

1.1
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Common share purchase options
A summary of stock option activity is as follows:
Number of
options

Weighted
average
exercise price

Outstanding stock options, July 31, 2016
Granted
Expired

4,400,000
2,300,000
(1,500,000)

$
$
$

0.09
0.05
0.10

Outstanding stock options, July 31, 2017
Granted
Exercised
Expired

5,200,000
600,000
(200,000)
(500,000)

$
$
$
$

0.07
0.10
0.05
0.10

Outstanding stock options, July 31, 2018

5,100,000

$

0.07

A summary of stock options outstanding is as follows:
As at July 31, 2018
Exercise
price

Options
outstanding

As at July 31, 2017

Options Years to
exercisable expiry

Exercise
price

Options
outstanding

Options Years to
exercisable expiry

$
$
$
$
$
$
$

‐
‐
0.10
0.075
0.05
0.10
0.10

‐
‐
200,000
2,200,000
2,300,000
300,000
300,000

‐
‐
200,000
2,200,000
2,300,000
300,000
300,000

‐
‐
0.8
2.8
3.9
4.5
4.9

$
$
$
$
$
$
$

0.10
0.10
0.10
0.075
0.05
‐
‐

200,000
300,000
200,000
2,200,000
2,300,000
‐
‐

200,000
300,000
200,000
2,200,000
2,300,000
‐
‐

0.3
0.6
1.8
3.8
4.9
‐
‐

$

0.069

5,100,000

5,100,000

3.4

$

0.07

5,200,000

5,200,000

3.9

During the year ended July 31, 2018, the Company issued an aggregate of 600,000 stock options to
consultants (2017 – 2,300,000 to directors, officers and consultants) at a weighted average exercise price of
$0.10 per common share (2017 ‐ $0.05 per common share) and expiring no later than 5 years from the issue
date. These options all vested upon issuance.
The total estimated fair value of the 600,000 (2017 – 2,300,000) common share purchase options vested
during the year of $42,000 (2017 ‐ $69,000) was recorded as share based compensation expense and an
increase to contributed surplus. The weighted average grant date fair value of $0.07 (2017 ‐ $0.03) per option
granted was estimated using the Black Scholes option pricing model using the following weighted average
grant date assumptions: grant date stock price $0.073 (2017 ‐ $0.035); risk‐free rate 1.96% (2017 – 1.47%);
expected volatility 190% (2017 ‐ 120%); annual dividend yield 0%, and; expected life of option 5 years. The
expected volatility is based on historic volatility (based on the remaining life of the options) adjusted for any
expected changes to future volatility due to publicly available information.
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9.

General and administrative expenses
For the years ended July 31

10.

2018

2017

Advertising and promotion
Conferences and corporate travel
Consulting fees (note 12)
Office and administration
Regulatory and transfer fees
Professional fees

$

9,585
15,095
48,750
14,764
32,543
33,356

$

29,416
7,876
48,000
18,966
16,856
34,530

General and administrative expenses

$

154,093

$

155,644

Supplemental cash flow information
Interest and dividends received and paid
During the year ended July 31, 2018, the Company received interest of $1,797 (2017 ‐ $743) from deposits
with its financial institution and from the Canada Revenue Agency. The Company did not pay any interest or
dividends, nor did it receive any dividends, in either of the years ended July 31, 2018 or 2017.
Non‐cash transactions eliminated from the consolidated statements of cash flows
The following table lists non‐cash transactions which were recorded in the years ended July 31, 2018 and
2017 and have been eliminated from the consolidated statements of cash flows.
For the years ended July 31
Mineral exploration tax credits accrued as a reduction of mineral properties
Change in estimate of reclamation provision
Increase (decrease) in accounts payable related to investing activities
Warrants issued as share issue costs
Shares issued for services
Shares issued as consideration for mineral properties

11.

2018
$
$
$
$
$
$

(7,196)
‐
1,825
‐
‐
180,000

2017
$
$
$
$
$
$

(5,353)
3,835
13,955
380
17,176
‐

Financial instruments and risk management
General objectives, policies and processes
The Board of Directors has overall responsibility for the determination of the Company’s risk management
objectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority
for designing and operating processes that ensure effective implementation of the objectives and policies to
the Company’s finance function.
The overall objective of the Board and the Company’s finance function is to set policies that seek to reduce
risk as far as possible without unduly affecting the Company’s competitiveness and flexibility and to ensure
that risks are properly identified and that the capital base is adequate in relation to those risks. Further details
regarding these policies are set out below.
The Company’s financial instruments consist of cash and cash equivalents, restricted cash, accounts
receivable, other current assets, accounts payable and accrued liabilities.
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Cash and cash equivalents, restricted cash, and accounts receivable (included in Other current assets on the
consolidated statements of financial position) are classified as loans and receivables and measured at
amortized cost. Accounts payable and accrued liabilities are classified as other financial liabilities.
The Company is exposed to the following financial risks:
i)
ii)
iii)

Market risk
Credit risk
Liquidity risk

In common with all other businesses, the Company is exposed to risks that arise from its use of financial
instruments. This note describes the Company’s objectives, policies and processes for managing those risks
and the methods used to measure them. Further quantitative information in respect of these risks is
presented throughout these consolidated financial statements.
There have been no substantive changes in the Company’s exposure to financial instrument risks, its
objectives, policies and processes for managing those risks or the methods used to measure them from
previous years unless otherwise stated in the note.
Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in market prices. Market prices are comprised of three types of risk: currency risk, interest rate
risk, other price risk.
Currency risk
Currency risk is the risk that the fair value of, or future cash flows from, the Company’s financial instruments
will fluctuate because of changes in foreign exchange rates. The Company maintains a negligible United
States of America Dollar (“USD”) cash balance for incidental USD expenses, therefore is not exposed to a
material amount of currency risk.
Interest rate risk
Interest rate risk is the risk arising from the effect of changes in prevailing interest rates on the Company’s
financial instruments. The Company holds no interest‐bearing financial liabilities; therefore, interest rate risk
is limited to potential decreases on the interest rate offered on cash and cash equivalents held with its
financial institution. The Company considers this risk to be minimal.
Liquidity risk
Liquidity risk is the risk that the Company will not meet its financial obligations as they fall due. The Company
monitors its risk by monitoring the maturity dates of payables. The Company’s policy is to ensure that it will
always have sufficient cash to allow it to meet its liabilities when they become due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the Company’s reputation.
To achieve this objective, the Company regularly monitors working capital positions and updates spending
plans as considered necessary. Further, the Company utilizes authorizations for expenditure on exploration
projects to further manage expenditures. Monthly working capital and expenditure reports are prepared by
the Company’s finance function and presented to management for review.
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At July 31, 2018, the Company’s current liabilities consisted of accounts payable and accrued liabilities of
$71,100 (2017 – $71,854) due within the year ended July 31, 2019. The Company’s cash and cash equivalents
of $134,180 at July 31, 2018 (2017 ‐ $42,938), in addition to refundable goods and services input tax credits
and mineral exploration tax credits receivable totalling $17,700 (2017 ‐ $5,125), are sufficient to pay these
current liabilities.
As at July 31, 2018, Grizzly’s working capital was $126,369 (2017 ‐ $28,759). The continuing operations of the
Company are dependent upon its ability to obtain adequate financing and to commence profitable operations
in the future. Grizzly may have to seek additional debt or equity financing, and there can be no assurance
that such financing will be available on terms acceptable to the Company.
Credit risk
Credit risk is the risk of potential loss to the Company if counterparty to a financial instrument fails to meet
its contractual obligations. The Company’s credit risk is primarily attributable to its cash and cash equivalents.
The Company has assessed its exposure to credit risk on its cash and cash equivalents and has determined
that such risk is minimal. The majority of the Company’s cash and cash equivalents are held with reputable
financial institutions in Canada.
Fair values
The consolidated statement of financial position carrying amounts for cash and cash equivalents, restricted
cash, and accounts payable and accrued liabilities approximate fair value due to their short‐term nature. Due
to the use of subjective judgments and uncertainties in the determination of fair values these values should
not be interpreted as being realizable in an immediate settlement of the financial instruments.
Financial assets and liabilities that are recognized on the consolidated statement of financial position at fair
value are classified in a hierarchy that is based on significance of the inputs used in making the measurements.
The levels in the hierarchy are:
Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company can
assess at the measurement date;
Level 2 – Inputs other than quoted prices included in Level 1 that are observable for the asset or liability either
directly as prices or indirectly derived from prices; and
Level 3 – Inputs for the asset of liability that are not based on observable market data.
As at July 31, 2018 and 2017, the Company has no recognized financial assets or liabilities carried at fair value
other than marketable securities carried at their impaired fair value of nil.
Capital management
The Company monitors its equity as capital.
The Company’s objectives in managing its capital are to maintain a sufficient capital base to support its
operations and to meet its short‐term obligations and at the same time preserve investors’ confidence and
retain the ability to seek out and acquire new projects of merit.
There were no changes since the prior year in the Company’s capital management. The Company is not
exposed to any externally imposed capital requirements.
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12.

Related party transactions
The following is a summary of the Company’s related party transactions during the year:
Key management compensation
Key management personnel are persons responsible for planning, directing, and controlling the activities of
an entity, and include officers and executive and non‐executive directors. Key management personnel
compensation is summarized below:
For the years ended July 31

2018

2017

Management consulting fees paid to officers
Share based compensation

$

42,750
‐

$

48,000
42,000

Total Key management compensation

$

42,750

$

90,000

All cash settled amounts disclosed above were fully paid at July 31, 2018 and 2017.
The Company’s related party transactions are in the normal course of operations and are measured at the
amount of consideration agreed to by the related parties, with the exception of the fair value of share‐based
compensation which is measured at its estimated fair value as determined using the Black Scholes option
valuation model.
13.

Subsequent events
Subsequent to the year ended July 31, 2018, the Company received proceeds of $41,250 and issued 725,000
common shares upon the exercise of options which had a weighted average exercise price of $0.057 per
option.
On August 13, 2018, the Company issued 1,050,000 incentive stock options to directors and consultants with
an exercise price of $0.10 per option, expiring no later than August 31, 2023 in accordance with the company’s
stock option plan.
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