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NOTE TO READER 

 

 

Under National Instrument 51-102, if an auditor has not performed a review of interim financial statements, they 

must be accompanied by a note indicating that the interim financial statements have not been reviewed by an 

auditor. 

 

The accompanying unaudited condensed interim consolidated financial statements have been prepared by and are 

the responsibility of the management.  The Company's independent auditor has not performed a review of these 

interim financial statements. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

NEVADA SUNRISE GOLD CORPORATION  

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
As at June 30, 2016 and September 30, 2015 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

 June 30, 

2016 

September 30, 

2015 

   

ASSETS   

   

Current assets   

  Cash $ 1,032,375 $ 376,054 

  Marketable securities – Note 8  271,500  - 

  Receivables  8,022  8,994 

  Prepaid expenses and deposits – Note 11  61,956  29,198 

  Exploration advances – Note 5  -  92,595 

   

  1,373,853  506,841 

   

Non-current assets   

 Reclamation bonds and Right of Way – Note 5  52,580  - 

 Equipment  2,188  2,899 

 Exploration and evaluation assets – Note 5 and Schedule 1  4,311,285  3,709,631 

   

  4,366,053  3,712,530 

   

Total assets $ 5,739,906 $ 4,219,371 

   

LIABILITIES AND EQUITY   

   

Current liabilities   

 Accounts payable and accrued liabilities $ 103,234 $ 121,953 

 Due to related parties – Note 9  25,030  24,203 

   

  128,264  146,156 

   

Equity   

 Share capital – Note 6  17,613,776  15,185,571 

 Contributed reserves – Note 6  2,837,469  2,551,192 

 Accumulated other comprehensive income  952,027  1,083,491 

 Deficit  (15,791,630)  (14,747,039) 

   

  5,611,642  4,073,215 

   

Total equity and liabilities $ 5,739,906 $ 4,219,371 

 

Commitments – Notes 5, 6, and 11 

Subsequent Events – Note 12 

 

Approved by the Directors:    

    

“Warren Stanyer” Director “Michael Sweatman” Director 

    

 

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



 

 

 

NEVADA SUNRISE GOLD CORPORATION 

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE INCOME (LOSS) 

For the three and nine months ended June 30, 2016 and 2015 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

 

 

Three months 

ended 

June 30, 2016 

Three months 

ended 

June 30, 2015 

Nine months 

ended 

June 30, 2016 

Nine months 

ended 

June 30, 2015 

     

Expenses     

    Accounting and audit – Note 9 $ 9,000 $ 9,000 $ 45,695 $ 36,575 

   Consulting fees  29,784  2,300  154,112  8,600 

   Depreciation  208  338  642  2,556 

   Director’s fees – Note 9  12,000  12,000  36,000  36,000 

   Exploration and evaluation costs – Note 5  252,638  384,294  949,253  937,823 

    Insurance  4,747  4,399  14,834  13,477 

   Management fees and salaries – Note 9  29,400  29,400  116,520  88,200 

   Legal – Note 9  31,250  12,877  75,756  27,751 

   Office expenses  9,077  6,338  22,566  18,074 

   Rent  6,075  6,000  18,225  16,600 

   Property investigations  -  -  6,252  - 

   Shareholder communications  35,520  26,029  150,604  49,886 

   Share-based payments – Note 6  -  30,932  121,000  116,932 

   Storage  4,758  3,426  14,067  11,256 

   Transfer agent and filing fees  12,357  8,371  33,503  21,431 

   Travel and entertainment  3,848  5,670  15,699  11,424 

     

Loss for the period before other items  (440,662)  (541,374)  (1,774,728)  (1,396,585) 

     

Other items     

   Foreign exchange gain (loss)  1,970  (20,250)  (2,086)  101,246 

   Interest income  -  2,348  -  4,419 

   Exploration and evaluation cost recoveries – Note 5  51,113  -  51,113  - 

   Option payments received – Note 5  722,110  -  722,110  39,626 

   Prospect fee – Note 5  28,500  -  28,500  - 

   Unrealized loss on marketable securities – Note 8  (69,500)  -  (69,500)  - 

     

  734,193  (19,140)  730,137  145,291 

     

Foreign currency translation adjustment  6,417  (103,410)  (131,464)  324,738 

     

Comprehensive income (loss) for the period $ 299,948 $ (662,686) $ (1,176,055) $ (926,556) 

     

Basic and diluted income (loss) per share $    0.01  $    (0.03)  $    (0.04)  $    (0.04)  

     

Weighted average number of shares outstanding  34,919,461  22,527,321  30,724,782  22,526,085 

 

 

 

 

 

 

 

 

 

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



 

 

 

NEVADA SUNRISE GOLD CORPORATION 

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the nine months ended June 30, 2016 and 2015 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

  

 

2016 

 

 

2015 

   

CASH FLOWS USED IN OPERATING ACTIVITIES   

 Loss for the period $ (1,044,591) $ (1,251,294) 

 Items not involving cash:   

  Depreciation  642  2,556 

  Share-based payments  121,000  116,932 

  Unrealized loss on marketable securities  69,500  - 

  Marketable securities received for prospect fee  (28,500)  - 

  Marketable securities received for option payments  (312,500)  - 

  Exploration advances  92,091  - 

   

 Net changes in non-cash working capital balances:   

  Receivables  972  (2,908) 

  Prepaid expenses and deposits  (32,758)  18,001 

  Exploration advances  -  150,484 

   Accounts payable and accrued liabilities  (52,036)  (7,693) 

   Due to related parties  827  5,893 

   

   (1,185,353)  (968,029) 

   

CASH FLOWS USED IN INVESTING ACTIVITIES   

 Reclamation bonds and right of way  (29,844)  - 

 Exploration and evaluation assets – acquisition costs  (368,647)  (112,817) 

   

   (398,491)  (112,817) 

   

CASH FLOWS PROVIDED BY FINANCING ACTIVITY   

 Issuance of common shares for cash, net of share issue costs  2,245,482  5,625 

   

  2,245,482  5,625 

   

Effect of foreign exchange on cash  (5,317)  10,296 

   

Net change in cash during the period  656,321  (1,064,925) 

   

Cash, beginning  376,054  1,796,687 

   

Cash, ending $ 1,032,375 $ 731,762 

   

Interest paid $ - $ - 

   

Income taxes paid $ - $ - 

 

Supplemental disclosure with respect to cash flows – Note 10 

 

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



 

 

 

NEVADA SUNRISE GOLD CORPORATION 
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

For the nine months ended June 30, 2016 and 2015 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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

 

 

 

 

Share Capital 

   

 

 

 

 

Number 

of Shares 

 

 

Amount 

 

 

Contributed 

Reserves 

 

Accumulated 

Other 

Comprehensive 

Income 

 

Deficit 

 

 

Total 

       

Balance as at September 30, 2015  23,177,321 $ 15,185,571 $ 2,551,192 $ 1,083,491 $ (14,747,039) $ 4,073,215 

 Exercise of warrants – Note 6  2,750,000     422,500     -     -     -     422,500 

 Exercise of options – Note 6  230,000     79,100     (38,000)     -     -     41,100 

 Exercise of finder’s warrants – Note 6  294,000     55,860     (26,460)     -     -     29,400 

 Private placements – Note 6  10,429,999     1,807,400     -     -     -     1,807,400 

 Less: share issue costs – Note 6  -     (74,655)     19,737     -     -     (54,918) 

 Property acquisition costs – Notes 5 and 6   700,000     138,000     -     -     -     138,000 

 Share-based payments – Note 6  -     -     331,000     -     -     331,000 

 Foreign currency translation adjustment  -     -     -     (131,464)     -     (131,464) 

 Loss for the period  -      -      -     -     (1,044,591)  (1,044,591) 

       

Balance as at June 30, 2016  37,581,320 $ 17,613,776 $ 2,837,469 $ 952,027 $ (15,791,630) $ 5,611,642 

       

Balance as at September 30, 2014  22,489,821 $ 15,082,446 $ 2,386,260 $ 455,357 $ (13,145,790) $ 4,778,273 

 Exercise of warrants – Note 6  37,500     5,625     -     -     -     5,625 

 Share-based payments – Note 6  -     -     116,932     -     -     116,932 

 Foreign currency translation adjustment  -     -     -     324,738     -     324,738 

 Loss for the period  -      -      -     -     (1,251,294)  (1,251,294) 

       

Balance as at June 30, 2015  22,527,321 $ 15,088,071 $ 2,503,192 $ 780,095 $ (14,397,084) $ 3,974,274 

       



 

 

 

NEVADA SUNRISE GOLD CORPORATION 

CONDENSED INTERIM CONSOLIDATED SCHEDULE OF EXPLORATION AND EVALUATION ASSETS                                                             Schedule 1 

For the nine months ended June 30, 2016 and for the year ended September 30, 2015 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 
 Golden  Water    Jackson    

 Arrow Roulette Rights Neptune Clayton NE Aquarius Wash Atlantis Gemini Total 

           

           

Balance, September 30, 2015 $ 3,623,329 $ 85,518 $ - $ 784 $ - $ - $ - $ - $ - $ 3,709,631 

    Option/lease payments – Note 5  66,635  16,659  166,588  -  -  -  -  -  -  249,882 

    Staking/legal  -  -  13,053  20,537  10,403  12,851  11,563  10,257  17,090  95,754 

    Shares/warrants – Notes 5 and 6  -  -  246,000  47,000  18,000  -  19,000  18,000  -  348,000 

    Claim maintenance  -  -  -  107,178  24,465  28,167  62,601  43,106  83,781  349,298 
    Translation adjustment  (131,874)  (2,924)  (4,341)  (3,109)  (842)  (991)  (1,792)  -  (2,437)  (148,310) 

    Less: Option payments received  -  -  -  (172,390)  -  -  -  (18,000)  -  (190,390) 

    Less: Cost recoveries received  -  -  -  -  -  -  -  (53,363)  (49,217)  (102,580) 

           

Balance, June 30, 2016  3,558,090  99,253  421,300  -  52,026  40,027  91,372  -  49,217  4,311,285 

           

           

Balance, September 30, 2014 $ 2,893,577 $ - $ - $ - $ - $ - $ - $ - $ - $ 2,893,577 

    Option/lease payments – Note 5  61,405  9,211  -  -  -  -  -  -  -  70,616 

    Staking/legal  -  12,588  -  -  -  -  -  -  -  12,588 

    Claim maintenance  73,976  56,578  -  718  -  -  -  -  -  131,272 
    Translation adjustment  594,371  7,141  -  66  -  -  -  -  -  601,578 

           

Balance, September 30, 2015  3,623,329  85,518  -  784  -  -  -  -  -  3,709,631 

 

 

 

 

 

 

 

 

 

 

 

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



 

 

 

NEVADA SUNRISE GOLD CORPORATION 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2016 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

1.  CORPORATE INFORMATION 

 

Nevada Sunrise Gold Corporation (the “Company”) was incorporated under the laws of the Province of British Columbia, 

Canada on April 3, 2007.  On May 15, 2007, the Company acquired all of the issued and outstanding shares of Intor 

Resources Corporation (“Intor”) by way of a reverse takeover.  Intor was incorporated under the laws of the State of 

Nevada, USA on September 7, 2004.   

 

The Company’s principal business activity is the acquisition, exploration and evaluation of its mineral property assets 

located in the State of Nevada, USA.  The Company’s common shares are listed for trading on the TSX Venture 

Exchange (“TSX-V”) under the symbol “NEV”.   

 

The Company’s registered office is Suite 1100 - 1111 Melville Street, Vancouver, British Columbia, V6E 3V6. 

 

2. BASIS OF PREPARATION 
 

Statement of Compliance 

 

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

Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and in accordance 

with International Accounting Standard (“IAS”) IAS 34 “Interim Financial Reporting”.   

 

These condensed interim consolidated financial statements do not include all of the information and disclosures required 

to be included in annual financial statements prepared in accordance with IFRS.  These condensed interim consolidated 

financial statements should be read in conjunction with the Company’s audited annual consolidated financial statements 

for the years ended September 30, 2015 and 2014. 

 

These condensed interim consolidated financial statements were authorized for issue on August 26, 2016 by the directors 

of the Company. 

 

Going Concern 

 

These condensed interim consolidated financial statements are prepared using IFRS applicable to a going concern, which 

contemplates the Company will continue in operations for the foreseeable future and will be able to realize its assets and 

discharge its liabilities in the normal course of business.  Future operations are dependent on the Company’s ability to 

raise additional equity financing and the attainment of profitable operations. 

 

The Company has a history of operating losses and at June 31, 2016, has an accumulated deficit of $15,791,630.  At 

June 30, 2016, the Company had working capital of $1,245,589.  The Company will require equity financings in order to 

continue exploration of its exploration and evaluation assets and fund its administrative operations, but believes that it can 

maintain operations for the next twelve months. 

 

These condensed interim consolidated financial statements do not include any adjustments relating to the recoverability 

and classification of recorded asset amounts and classification of liabilities that might be necessary should the Company 

be unable to continue as a going concern. These conditions may cast significant doubt about the Company’s ability to 

continue as a going concern. 

 

 

 

 

 

  



 

 

 

NEVADA SUNRISE GOLD CORPORATION 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2016 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

2. BASIS OF PREPARATION (cont’d…) 

 

Principles of Consolidation  

These condensed interim consolidated financial statements incorporate the accounts of the Company and the following 

subsidiary:   

 

 

Name of subsidiary 

 

Country of Incorporation 

Percentage 

ownership Principal Activity 

 

Intor Resources Corporation 

 

USA 

  

 100% Exploration of Mineral Properties 

 

The Company consolidates the subsidiary on the basis that it controls the subsidiary through its ability to govern its 

financial and operating policies.  All intercompany balances and transactions have been eliminated on consolidation. 

 

Basis of Measurement  

 

These condensed interim consolidated financial statements have been prepared on a historical cost basis, except for 

financial instruments classified as financial instruments as fair value through profit and loss, which are stated at their fair 

value. In addition, these condensed interim consolidated financial statements have been prepared using the accrual basis 

of accounting except for cash flow information.  All dollar amounts are expressed in Canadian dollars unless otherwise 

specified.  

 

Critical Accounting Judgments, Estimates and Assumptions 

 

Critical Judgments 

 

The preparation of these condensed interim consolidated financial statements requires the Company to make judgments 

regarding the going concern of the Company as discussed in Note 2. 

 

The functional currency of an entity is the currency of the primary economic environment in which an entity operates. 

The determination of an entity’s functional currency requires judgment based on analysis of relevant criteria. The 

functional currency of the Company and its subsidiaries was determined by conducting an analysis of the consideration 

factors identified in IAS 21, The Effects of Changes in Foreign Exchange Rates (“IAS 21”).  

 

Estimations and assumptions 

 

Significant assumptions about the future and other sources of estimation uncertainty that management has made at the end 

of the reporting period, that could result in a material adjustment to the carrying amounts of assets and liabilities in the 

event that actual results differ from assumptions made, relate to, but are not limited to, the following: 

 

i) Exploration and Evaluation Assets 

 

The carrying amount of the Company’s exploration and evaluation assets properties does not necessarily represent present 

or future values, and the Company’s exploration and evaluation assets have been accounted for under the assumption that 

the carrying amount will be recoverable. Recoverability is dependent on various factors, including the discovery of 

economically recoverable reserves, the ability of the Company to obtain the necessary financing to complete the 

development and upon future profitable production or proceeds from the disposition of the mineral properties themselves. 

Additionally, there are numerous geological, economic, environmental and regulatory factors and uncertainties that could 

impact management’s assessment as to the overall viability of its properties or to the ability to generate future cash flows 

necessary to cover or exceed the carrying value of the Company’s exploration and evaluation assets.  



 

 

 

NEVADA SUNRISE GOLD CORPORATION 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2016 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

2. BASIS OF PREPARATION (cont’d…) 

 

Critical Accounting Judgments, Estimates and Assumptions (cont’d…) 

 

ii) Share-based Payments 

The estimation of share-based payments includes estimating the inputs used in calculating the fair value for share-based 

payments expense included in profit or loss and share-based share issuance costs included in equity. Share-based 

payments expense and share-based share issuance costs are estimated using the Black-Scholes options-pricing model as 

measured on the grant date to estimate the fair value of stock options. This model involves the input of highly subjective 

assumptions, including the expected price volatility of the Company’s common shares, the expected life of the options, 

and the estimated forfeiture rate. 

iii) Income Taxes 

 

The estimation of income taxes includes evaluating the recoverability of deferred tax assets based on an assessment of the 

Company’s ability to utilize the underlying future tax deductions against future taxable income prior to expiry of those 

deductions. Management assesses whether it is probable that some or all of the deferred income tax assets will not be 

realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income, which 

in turn is dependent upon the successful discovery, extraction, development and commercialization of mineral reserves. 

To the extent that management’s assessment of the Company’s ability to utilize future tax deductions changes, the 

Company would be required to recognize more or fewer deferred tax assets, and future income tax provisions or 

recoveries could be affected. 
 

3. SIGNIFICANT ACCOUNTING POLICIES 
 

Equipment 
 

Equipment is stated at cost less accumulated depreciation and accumulated impairment losses. The cost of an item of 

equipment consists of the purchase price, any costs directly attributable to bringing the asset to the location and condition 

necessary for its intended use and an initial estimate of the costs of dismantling and removing the item and restoring the 

site on which it is located. 

 

Depreciation is recorded over the estimated useful lives of the assets on the straight line basis: 

 

Computer equipment - hardware 3 years   

Field equipment  7 years   

 

An item of equipment is derecognized upon disposal or when no future economic benefits are expected to arise from the 

continued use of the asset. Any gain or loss arising on disposal of the asset, determined as the difference between the net 

disposal proceeds and the carrying amount of the asset, is recognized in profit or loss. 

 

Where an item of equipment is composed of major components with different useful lives, the components are accounted 

for as separate items of equipment. Expenditures incurred to replace a component of an item of equipment that is 

accounted for separately, including major inspection and overhaul expenditures, are capitalized. 

 

The assets' residual values, depreciation methods and useful lives are reviewed, and adjusted if appropriate, at each 

reporting date. 

  



 

 

 

NEVADA SUNRISE GOLD CORPORATION 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2016 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...) 

 

Exploration and Evaluation Assets 

 

Upon acquiring the legal right to explore a mineral property, all direct costs related to the acquisition of exploration and 

evaluation assets are capitalized.  Exploration and evaluation expenditures incurred prior to the determination of the 

feasibility of mining operations and a decision to proceed with development, are charged to profit or loss as incurred.   

 

Exploration costs are expensed as incurred as the Company is in the process of exploring its mineral tenements and has 

not yet determined whether these properties contain ore reserves that are economically recoverable. If and when the 

Company’s management determines that economically extractable proven or probable mineral reserves have been 

established, the subsequent costs incurred to develop such property, including costs to further delineate the ore body will 

be capitalized. 

 

At each reporting date the carrying amounts of the Company’s exploration and evaluation 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. The recoverable amount is the 

higher of fair value less costs to sell and value in use. If the recoverable amount of an asset 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 profit or loss for the period.  

 

For the purposes of impairment testing, exploration and evaluation assets are allocated to cash generating units to which 

the exploration activity relates. Each of the Company’s properties are considered to be a separate cash generating unit. 

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 so 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. 

 

Decommissioning and Restoration Provisions 
 

The Company recognizes liabilities for legal or constructive obligations associated with the retirement of exploration and 

evaluation assets and equipment. The net present value of future rehabilitation costs is capitalized to the related asset 

along with a corresponding increase in the rehabilitation provision in the period incurred. Discount rates using a pre-tax 

rate that reflect the time value of money are used to calculate the net present value.  

 

 The Company’s estimates of reclamation costs could change as a result of changes in regulatory requirements, discount 

rates and assumptions regarding the amount and timing of the future expenditures. These changes are recorded directly to 

the related assets with a corresponding entry to the rehabilitation provision. The increase in the provision due to the 

passage of time is recognized as interest expense. 

 

The Company had no decommissioning liabilities as at June 30, 2016 and September 30, 2015. 

 

Marketable Securities 

 

The Company has classified its marketable securities at fair value through profit or loss and therefore carries them at fair 

value based on quoted market prices with the unrealized gain or loss recorded in net income or loss for the period.   

  



 

 

 

NEVADA SUNRISE GOLD CORPORATION 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2016 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...) 

 

 Foreign Currency Translation 

 

The functional currency is the currency of the primary economic environment in which the entity operates and has been 

determined for each entity within the Company.  The functional currency of Nevada Sunrise Gold Corporation is the 

Canadian dollar and the functional currency of Intor Resources Corporation is the United States dollar.  The functional 

currency determinations were conducted through an analysis of the consideration factors identified in IAS 21. 

 

i) Transactions and Balances 

 

Foreign currency transactions are translated into the relevant functional currency using the exchange rates prevailing at 

the dates of the transactions. At the end of each reporting period, the monetary assets and liabilities of the Company that 

are determined in foreign amounts are translated at the rate of exchange at the date of the statement of financial position.  

Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at period-

end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the statement of 

loss. 

 

ii) Translation of Subsidiary Results into the Presentation Currency 

 

The Company’s presentation currency is in the Canadian dollar. 

 

The results and statements of financial position of the Company’s subsidiary with a functional currency that is different 

from the presentation currency are translated into the presentation currency as follows: 

 

Assets and liabilities of entities with a functional currency other than the Canadian Dollar are translated at the period end 

rates of exchange, the results of their operations are translated at average rates of exchange for the period, and items of 

equity are translated at historical rates.  The resulting changes are recognized in accumulated other comprehensive income 

(“AOCI”) in equity as a translation adjustment. 

 

Share-based Payments 

 

The stock option plan allows Company employees, directors and consultants to acquire shares of the Company. The fair 

value of options granted is recognized as a share-based payments expense with a corresponding increase 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.  Consideration paid on the exercise of stock options is 

credited to share capital and the fair value of the options is reclassified from contributed reserves to share capital. 

 

The fair value is measured at grant date and each tranche is recognized over the period during which the options vest. The 

fair value of the options granted is measured using the Black-Scholes Option Pricing Model which takes into account the 

terms and conditions upon which the options were granted. At each financial position reporting date, the amount 

recognized as an expense is adjusted to reflect the number of stock options that are expected to vest. 

  



 

 

 

NEVADA SUNRISE GOLD CORPORATION 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2016 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...) 

 

Share-based Payments (cont’d…) 

 

In situations where equity instruments are issued to non-employees and some or all of the goods or services received by 

the entity as consideration cannot be specifically identified, they are measured at fair value of the share-based payment. 

Otherwise, share-based payments are measured at the fair value of goods or services received. 

 

Income Taxes 

 

Current tax is the expected tax payable or receivable on the local taxable income or loss for the year, using local tax rates 

enacted or substantively enacted at the financial position reporting date, and includes any adjustments to tax payable or 

receivable in respect of previous periods. 

  

Deferred income taxes are recognized in respect of temporary differences between the carrying amounts of assets and 

liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at the tax 

rates that are expected to be applied to temporary differences when they reverse, based on the laws that have been enacted 

or substantively enacted by the financial position reporting date. Deferred tax is not recognized for temporary differences 

which arise on the initial recognition of assets or liabilities in a transaction that is not a business combination and that 

affects neither accounting, nor taxable profit or loss.  

 

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the extent 

that it is probable that future taxable profits will be available against which they can be utilized.  Deferred tax assets are 

reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will 

be realized.  

 

Loss Per Share 

 

The Company presents basic and diluted loss per share data for its common shares, calculated by dividing the loss 

attributable to common shareholders of the Company by the weighted average number of common shares outstanding 

during the period. Diluted loss per share does not adjust the loss attributable to common shareholders or the weighted 

average number of common shares outstanding when the effect is anti‐dilutive. 

 

Financial Instruments 

 

i) Financial Assets 

 

All financial assets are initially recorded at fair value and designated upon inception into one of the following four 

categories: held to maturity, available for sale, loans and receivables or at fair value through profit or loss (“FVTPL”).  

 

Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses recognized through profit 

or loss.  The Company’s cash and cash equivalents is classified as FVTPL. 

 

Financial assets classified as loans and receivables and held to maturity assets are measured at amortized cost.  The 

Company’s receivables are classified as loans and receivables. Financial assets classified as available for sale are 

measured at fair value with unrealized gains and losses recognized in other comprehensive income and loss except for 

losses in value that are considered other than temporary which are recognized in profit or loss. As at June 30, 2016 and 

September 30, 2015, the Company has not classified any financial assets as held to maturity or available for sale. 
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...) 

 

Financial Instruments (cont’d…) 

 

i) Financial Assets (cont’d…) 

 

Transaction costs associated with FVTPL financial assets are expensed as incurred, while transaction costs associated 

with all other financial assets are included in the initial carrying amount of the asset. 

 

At each reporting date, the Company assesses whether there is objective evidence that a financial asset is impaired. If 

such evidence exists, the Company recognizes an impairment loss as follows: 

 

a)  Financial assets carried at amortized cost: The loss is the difference between the amortized cost of the asset and the 

present value of the estimated future cash flows, discounted using the instrument’s original effective interest rate. 

The carrying amount of the asset is reduced by this amount either directly or indirectly through the use of an 

allowance account. 

 

b)  Available-for-sale financial assets: The impairment loss is the difference between the original cost of the asset and 

its fair value at the measurement date, less any impairment losses previously recognized in the statement of loss and 

comprehensive loss. This amount represents the cumulative loss in accumulated other comprehensive income that is 

reclassified to the statement of loss and comprehensive loss.  

 

ii) Financial Liabilities 

 

All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or other financial 

liabilities.   

 

Financial liabilities classified as other financial liabilities are initially recognized at fair value less directly attributable 

transaction costs. After initial recognition, other financial liabilities are subsequently measured at amortized cost using the 

effective interest rate method. The effective interest rate method is a method of calculating the amortized cost of a 

financial liability and of allocating interest expense over the relevant period. The effective interest rate is the rate that 

discounts estimated future cash payments through the expected life of the financial liability, or, where appropriate, a 

shorter period. The Company’s accounts payable and accrued liabilities and due from related parties are classified as 

other financial liabilities. 

 

Financial liabilities classified as FVTPL include financial liabilities held for trading and financial liabilities designated 

upon initial recognition as FVTPL. Derivatives, including separated embedded derivatives are also classified as held for 

trading and recognized at fair value with changes in fair value recognized in profit or loss unless they are designated as 

effective hedging instruments. Fair value changes on financial liabilities classified as FVTPL are recognized in profit or 

loss.  
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

 

Impairment of non-financial assets 

 

At the end of each reporting period the carrying amounts of the Company’s assets are reviewed to determine whether 

there is any indication that those assets may be 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.  The recoverable amount is the higher of fair 

value less costs to sell and value in use.  Fair value is determined as the amount that would be obtained from the sale of 

the 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 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 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 profit or loss for the period.  For an asset that does not generate largely independent 

cash inflows, the recoverable amount is determined for the cash generating unit to which the asset belongs.  Following the 

recognition of an impairment loss, the depreciation charge applicable to the asset is adjusted prospectively in order to 

systematically allocate the revised carrying amount, net of any residual value, over the remaining useful life. 

 

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

revised estimate and its recoverable amount, but to an amount that 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. 

 

Share Capital 

 

Common shares are classified as equity. Incremental costs directly attributable to the issue of common shares and stock 

options are recognized as a deduction from equity. Common shares issued for consideration other than cash, are valued 

based on their market value at the date the shares are issued.  

 

The Company has adopted a residual value method with respect to the measurement of warrants attached to private 

placement units. The residual value method first allocates value to the more easily measurable component based on fair 

value and then the residual value, if any, to the less easily measurable component.  The Company considers the fair value 

of common shares issued in the private placements to be the more easily measurable component and the common shares 

are valued at their fair value, as determined by the closing market price on the announcement date.  The balance, if any, is 

allocated to the attached warrants.  Any fair value attributed to the warrants is recorded as contributed reserves. 

 

New Standards Adopted for the Year Ended September 30, 2015 

 

Effective October 1, 2014, the following standards were adopted but did not have a material impact on the condensed 

interim consolidated financial statements. 

 

 IAS 32 (Amendment): Standard amended to clarify requirements for offsetting financial assets and financial 

liabilities. 

 IFRS 10 Investment Entities – Amendment. 
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 
 

New Standards Adopted for the Year Ended September 30, 2016 

 

Effective October 1, 2015, the following standards were adopted but did not have a material impact on the condensed 

interim consolidated financial statements. 

 

 IFRS 7: Amended to require additional disclosures on transition from IAS 39 and IFRS 9. 
 
New Standards and Interpretations Not Yet Adopted 
 
Certain new standards, interpretations, amendments and improvements to existing standards were issued by the IASB or 
IFRIC that are mandatory for future accounting periods.  The following have not yet been adopted by the Company and 
are being evaluated to determine their impact. 
 

 IFRS 9: New standard that replaced IAS 39 for classification and measurement, effective for annual periods 
beginning on or after January 1, 2018. 

 
4.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

 
Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according to 
the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy are: 
 
Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; and 
Level 3 – Inputs that are not based on observable market data. 

 
The fair values of the Company’s receivables, accounts payable and accrued liabilities and due to related parties 
approximate their carrying values because of the short-term nature of these instruments.  
 
The following table illustrates the classification of the Company’s financial instruments within the fair value hierarchy as 
at June 30, 2016 and September 30, 2015: 
 

  
Level 1 

 
Level 2 

 
Level 3 

    

June 30, 2016:    

 Cash $ 1,032,375 $  -  $  -  

    

September 30, 2015:    

 Cash $ 376,054 $  -  $  -  
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4.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (cont’d...) 

 

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

 

Credit risk  

 

The Company’s cash and cash equivalents are held with large financial institutions. The Company’s receivables consist 

primarily of interest receivable on guaranteed investment certificates. Management believes that credit risk concentration 

with respect to receivables is remote. 

 

Liquidity risk  

 

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 

when due.  As at June 30, 2016, the Company had cash of $1,032,375 to settle current liabilities of $128,264.  

Management believes the Company has sufficient funds to meet its current liabilities as they become due. See going 

concern discussion in Note 2. 

 

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.  

 

a)  Interest rate risk  

 

The Company has cash balances which are not subject to significant risks in fluctuating interest rates.  The 

Company’s current policy is to invest excess cash in investment-grade short-term deposit certificates issued by its 

banking institutions.  The Company periodically monitors the investments it makes and is satisfied with the credit 

ratings of its banks. An increase to interest rates by 1% would have an insignificant effect on the Company’s 

operations. 

  

b)  Foreign currency risk  

 

The Company is exposed to foreign currency risk on fluctuations related to cash and cash equivalents and accounts 

payable and accrued liabilities that are denominated in US dollars. 

 

c)  Price risk  

 

The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is defined as the 

potential adverse impact on the Company’s earnings due to movements in individual equity prices or general 

movements in the level of the stock market. The Company’s marketable securities are subject to price risk. 

Commodity price risk is defined as the potential adverse impact on earnings and economic value due to commodity 

price movements and volatilities. The Company closely monitors commodity prices of gold, individual equity 

movements, and the stock market to determine the appropriate course of action to be taken by the Company. 

 

Sensitivity Analysis  

 

The Company operates in the United States and is exposed to exchange risk from changes in the US dollar. At June 30, 

2016, a 10% fluctuation in the US dollar against the Canadian dollar would affect comprehensive income (loss) by 

approximately $4,200. 
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5. EXPLORATION AND EVALUATION ASSETS  
 

Title to exploration and evaluation asset interests 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 historical title 

conveyance characteristic of many mineral claims. The Company has investigated title to all of its exploration and 

evaluation asset interests and, to the best of its knowledge, title to all of its interests are in good standing. The exploration 

and evaluation assets the Company has committed to earn interests in are located in the State of Nevada, USA. 
 

(a) Golden Arrow 

 
The Company has a mining lease and two quitclaim deeds covering the 357 unpatented mineral claims, and 17 patented 
mineral claims which comprise the Golden Arrow property.   
 
Mining Lease 
 
The mining lease agreement which included a 2% net smelter royalty and required advance minimum royalty payments of 
US$50,000 per year was set to increase on December 31, 2016.  The terms of the mining lease were amended on 
December 18, 2013 as follows:   
 
i) The advance minimum royalty payment of US$50,000 per year was reduced to US$25,000 per year for the 

remainder of the term of the mining lease.  The mining lease can be extended year to year at the Company’s 
option by making the advance minimum royalty payments which are capped at US$25,000 per year, which are 
due and payable on January 1

st
 of each year. 

ii) The 2% net smelter royalty was increased to 3% (“amended royalty”). 
iii) The Company may purchase 1% of the amended royalty for $1,000,000 at any time during the remaining term of 

the mining lease or during any subsequent term. 
 
Quit Claim Deeds 
 
One of the quitclaim deeds includes a 3% net smelter royalty and requires annual advance royalty payments of 
US$25,000.  The Company has the option to buy-down the net smelter royalty from 3% to 1%, in 1% increments, by 
making a one-time payment of US$100,000 per 1% increment reduction. If the Company elects to buy-down the net 
smelter royalty, the annual advance royalty payment will also be reduced proportionately.  The other quitclaim deed 
includes a 1% net smelter royalty. 
 
Reclamation Bond 
 
At June 30, 2016, the Company has posted a reclamation bond with the Bureau of Land Management of $23,457 
(US$18,037) as a guarantee of exploration site restoration for Golden Arrow.    
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 
(a) Golden Arrow (continued) 

 

Option Agreement – Atherton Resources LLC 

 

On November 15, 2014, the Company signed a letter agreement on the Golden Arrow property. 

 

Under the terms of the letter agreement, Atherton Resources LLC (“Atherton”) had until January 31, 2015 to conduct its 

due diligence on Golden Arrow which was to include an assessment by Atherton of all historical geoscientific data and a 

title opinion.  Atherton had the right to extend the exclusivity period for up to two 60 day periods by paying the Company 

US$25,000 on or before January 31, 2015 and an additional US$25,000 on or before March 31, 2015.  The payments 

made by Atherton to extend the exclusivity period could be applied to the payment of US$250,000 to be made by 

Atherton upon signing a definitive agreement. 

 

The terms for the definitive agreement described in the letter agreement allowed Atherton to initially earn a 65% interest 

in Golden Arrow by completing eligible expenditures of US$4,500,000 at Golden Arrow during a four-year period with a 

minimum expenditure in any year of US$750,000, and by making US$1,600,000 in cash payments to the Company over 

four years.  

 

Upon completing the US$4,500,000 in qualified work expenditures and fulfilling the above cash payments, Atherton 

would earn a 65% interest in the Golden Arrow property which could be increased to 70% upon satisfaction of other 

conditions, and increased further to an 80% interest. After Atherton had earned a 65%, 70% or 80% interest, as 

applicable, the parties would form a joint venture, and each party would be responsible for financing its proportionate 

share of the joint venture expenditures. 

 

On February 3, 2015, the Company amended the terms of the letter agreement signed with Atherton.  The amendment to 

the letter agreement allowed Atherton to extend the exclusivity period to May 31, 2015 for a payment of US$8,000 and 

the commissioning of a geological data compilation at a cost of US$17,000 to be paid by Atherton.  On March 30, 2015, 

the Company received an additional payment of US$25,000 from Atherton to maintain Atherton’s right to continue its 

due diligence on an exclusive basis.  The payments of $39,626 (US$33,000) are shown as property option payments in the 

consolidated statement of loss and comprehensive loss for the nine months ended June 30, 2015. 

 

On May 31, 2015, Atherton’s exclusivity period expired, and its right to complete a transaction under the negotiated terms 

of the letter agreement therefore expired accordingly.  

 

Plan of Operations 

 

On May 11, 2016, the Company received the Golden Arrow Project Plan of Operations Approval from the US Bureau of 

Land Management for the State of Nevada. The Plan of Operations allows for drilling of up to 240,000 feet 

(approximately 73,000 metres) over a ten year period.  The Company is required to increase the reclamation bond on 

Golden Arrow to US$94,011 from the current amount of US$18,037 upon commencement of exploration. 

 
On May 11, 2016, the Company was granted a 10 year right of way to access the Golden Arrow property.  At June 30, 
2016, the Company has paid US$4,262 to prepay the right of way for the entire 10 year term which begins with July 2016 
and carries through to June 2025.  
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(b) Kinsley Mountain 
 
In March 2012, Pilot Gold Inc. (“Pilot”) earned a 51% interest in the Kinsley Mountain property from the Company by 
completing certain expenditure requirements.  
 

In February 2013, Pilot gave notice to the Company that it had completed the required exploration expenditures to 

increase its participating interest in Kinsley Mountain to 65%.   

 

In August 2013, the Company informed Pilot that it would not participate in the 2013 work program on the Kinsley 

Mountain property.  Consequently, Pilot funded an exploration program in its entirety which further increased Pilot’s 

interest from 65% to approximately 79%, with the Company holding an approximate 21% interest.   

 

In October 2013, a definitive joint venture agreement was signed between the Company and Pilot for the Kinsley 

Mountain property.  A Delaware limited liability company, Kinsley Gold LLC, was formed to manage the joint venture 

with Pilot as the operator. 
 
The Company now holds a joint venture interest in Kinsley Gold LLC which has a mining lease agreement with a 
company in which a former director of the Company has a royalty interest in the Kinsley Mountain property.  The mining 
lease agreement has a 3% net smelter royalty on production.  The mining lease agreement runs through June 2020, 
however, Kinsley Gold LLC has the right to terminate the lease with the former related party upon thirty days written 
notice or to extend the lease beyond 2020 provided it continues to make the required advance minimum royalty payments.  
Per the terms of the mining lease agreement, Kinsley Gold LLC has an obligation to expend a minimum of US$500,000 
annually in exploration, development and mining activities on the Kinsley Mountain property.  The minimum annual 
work obligation will be fulfilled by Kinsley Gold LLC.  

 

During the year ended September 30, 2014, the Company incurred drilling and exploration costs of $1,276,869 

(US$1,179,883) to Kinsley Gold LLC related to the 2013/2014 drilling program.  In addition, the Company incurred field 

and consulting costs of $6,800.  At September 30, 2014, an amount of $150,484 (US$134,891) was included in 

exploration advances to Kinsley Gold LLC.   

 

During the year ended September 30, 2015, the Company incurred drilling and exploration costs of $679,754 

(US$553,501) to Kinsley Gold LLC related to the 2014/2015 drilling program.  In addition, the Company incurred field 

and consulting costs of $9,538.  At September 30, 2015, an amount of $92,595 (US$69,101) was included in exploration 

advances to Kinsley Gold LLC.  

 

On April 1, 2016, Kinsley Gold LLC increased the 2015/2016 exploration budget for Kinsley Mountain to US$776,000 

from US$460,000. 

 

During the nine months ended June 30, 2016, the Company incurred exploration costs of $137,893 (US$103,469) to 

Kinsley Gold LLC related to the 2015/2016 program.  In addition, the Company incurred field and consulting costs of 

$2,526.  At June 30, 2016, an amount of $Nil was included in exploration advances to Kinsley Gold LLC.  

 

At June 30, 2016, the Company’s proportionate interest in Kinsley Gold LLC and the Kinsley Mountain property was 

20.94%.  The presumption that the Company has significant influence by holding 20% or more of the voting power 

through the joint venture is overcome due to limitations in policy making processes and decisions.  Additionally, the 

terms of the joint venture agreement do not meet the definition of a joint arrangement. 
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(c) Roulette 

 

On November 3, 2014, the Company entered into an option agreement to purchase the Roulette gold property located in 

White Pine County, Nevada. The Company expanded the claim group from the original 15 claims contained in the option 

agreement to its present size by way of new staking. 

 

For the option to earn a 100% interest in the original 15 claims of the Roulette property, the Company has agreed to pay 

the vendors cash payments on the anniversaries of the option agreement as follows: 

 

- On signing of the option agreement: US$7,500 (paid) 

- First anniversary: US$12,500 (paid) 

- Second anniversary: US$20,000 

- Third anniversary: US$25,000 

- Fourth anniversary: US$30,000 

- Fifth anniversary: US$35,000 (or a US$200,000 buyout as described below) 

 

The Company can elect to pay 50% of any future option payments to the vendors in common shares of the Company but 

would incur a 20% surcharge in favor of the vendors.  On the fifth anniversary, the Company has the right to purchase a 

100% interest in the original 15 claims of the Roulette property for US$200,000, subject to a 2.5% net smelter returns 

royalty (“NSR”).  At any time before a decision to commence production, the Company will have the right to purchase 

1% of the NSR for US$1,000,000 and the remaining 1.5% NSR for US$2,000,000. 

 

(d) Neptune 

 

On September 16, 2015, the Company entered into an option agreement to purchase a 100% interest in the Neptune 

lithium property located in the Clayton Valley, Esmeralda County, Nevada.  Neptune consists of 316 placer claims.  

 

The Company agreed to pay the following consideration to the vendors upon TSX-V acceptance of the agreement and on 

subsequent anniversaries of the agreement: 

 

- On receipt of TSX-V acceptance of the agreement:  200,000 common shares (issued at a fair value of $47,000) 

- On the first anniversary of the agreement:  300,000 common shares 

- On the second anniversary of the agreement:  500,000 common shares 

 

Neptune is subject to a 3% gross overriding royalty (“GOR”).  Until the third anniversary of the agreement, the Company 

has the right to purchase 1% of the GOR for US$1,000,000. 

 
Reclamation Bond 
 

At June 30, 2016, the Company has posted a reclamation bond with the Bureau of Land Management of $23,581 

(US$18,132) as a guarantee of exploration site restoration for Neptune.   
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(d)   Neptune (continued) 

 

 Option Agreement – Resolve Ventures Inc. 

 

On May 3, 2016, the Company entered into a definitive joint venture and option agreement with Resolve Ventures Inc. 

(“Resolve”) in which Resolve can earn up to a 50% interest in the Neptune lithium property.  The definitive agreement 

supersedes the interim agreement between the companies dated March 2, 2016.   

 

Under the terms of the definitive agreement, Resolve can earn an initial 25% interest in Neptune by making cash and 

share payments to the Company and by financing exploration expenditures as follows:  

 

 $50,000 upon execution of the interim agreement (paid);  

 $50,000 upon delivery by the Company of a co-addressed National Instrument 43-101 compliant technical report 

in a form acceptable to the TSX Venture Exchange (paid); 

 200,000 common shares of Resolve issued to the Company on the execution of the definitive agreement (issued 

at a fair value of $50,000); 

 $300,000 for exploration and evaluation expenditures to be incurred by the Company according to the 

recommendations in the National Instrument 43-101 report (paid). 

 

Cash and share payments received from Resolve to June 30, 2016 were $450,000 and were allocated $172,390 to 

exploration and evaluation assets as a reduction of property acquisition costs with the remaining $277,610 to option 

payments received. 

 

The Company will act as the operator at Neptune and will charge a 10% operatorship fee on exploration expenditures.  

All claim maintenance payments due by September 1, 2016 will be split 75/25 between the companies.  

 

In order to proceed with the second option to earn an additional 25%, Resolve must provide notice to the Company 60 

days before the first anniversary of TSX-V acceptance of the definitive agreement.  If Resolve does not elect to proceed 

with the second option, a standard dilution formula will apply to its 25% interest, if additional exploration expenditures 

are incurred. 

 

Upon election to proceed with the second option, Resolve can earn an additional 25% interest in Neptune by making cash 

or share payments to the Company and by financing exploration expenditures as follows:  

 

 $100,000 or 300,000 common shares of Resolve, at Resolve's option;  

 $700,000 for exploration and evaluation expenditures to be incurred by the Company according to the 

recommendations in the National Instrument 43-101 report on or before the second anniversary of TSX-V 

acceptance of the definitive agreement, which Resolve may satisfy by paying in cash to the Company on or 

before the first anniversary of TSX-V acceptance of the definitive agreement.  

 

After completion of the exploration expenditures for both options and the payment of the cash and the common shares as 

detailed above, Resolve will earn a 50% interest in the Neptune lithium property and a joint venture will be formed.  The 

Company would be the operator of the joint venture and would be responsible for administrating all exploration activities, 

including drilling, geophysical surveys, consulting and payment of claim maintenance fees according to usual business 

practice for a joint venture. 

 

Under the terms of the definitive agreement, the companies have agreed that, if the joint venture exercises the 

US$1,000,000 royalty buy-down, it will be paid by both companies according to their respective interests. 
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(e) Clayton NE 

 

On December 3, 2015, the Company entered into an option agreement to purchase a 100% interest in the Clayton NE 

lithium property located in the Clayton Valley, Esmeralda County, Nevada. Clayton NE consists of 50 placer claims.  

 

For the option to purchase a 100% interest in the property, the Company agreed to pay a total of 500,000 common shares 

to the vendor as follows: 

 

- On receipt of TSX-V acceptance of the agreement: 100,000 common shares (issued at a fair value of $18,000) 

- On the first anniversary of the agreement: 150,000 common shares 

- On the second anniversary of the agreement: 250,000 common shares 

 

The property is subject to a 3% gross overriding royalty (“GOR”).  Until the third anniversary of the agreement, the 

Company has the right to purchase 1% of the respective GOR for US$1,000,000. 

 

(f) Jackson Wash 

 

On December 17, 2015, the Company entered into an option agreement to purchase a 100% interest in the Jackson Wash 

lithium property located in the Jackson Valley, Esmeralda County, Nevada.  Jackson Wash consists of 130 placer claims.  

 

For the option to purchase a 100% interest in the property, the Company agreed to pay a total of 500,000 common shares 

to the vendor as follows: 

 

- On receipt of TSX-V acceptance of the agreement: 100,000 common shares (issued at a fair value of $19,000) 

- On the first anniversary of the agreement: 150,000 common shares 

- On the second anniversary of the agreement: 250,000 common shares 

 

The property is subject to a 3% GOR.  Until the third anniversary of the agreement, the Company has the right to 

purchase 1% of the respective GOR for US$1,000,000. 

 

(g) Atlantis 

 

On February 11, 2016, the Company entered into an option agreement for an option to purchase a 100% interest in the 

Atlantis lithium property located in the Fish Valley, Esmeralda County, Nevada.  Atlantis consists of 69 placer claims and 

19 association placer claims.  

 

For the option to purchase a 100% interest in the property, the Company agreed to pay a total of 500,000 common shares 

to the vendor as follows: 

 

- On receipt of TSX-V acceptance of the agreement: 100,000 common shares (issued at a fair value of $18,000) 

- On the first anniversary of the agreement: 150,000 common shares 

- On the second anniversary of the agreement:  250,000 common shares 

 

The property is subject to a 3% GOR.  Until the third anniversary of the agreement, the Company has the right to 

purchase 1% of the respective GOR for US$1,000,000. 
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(g)   Atlantis (continued) 

Option Agreement - American Lithium Corp. 

On March 14, 2016, the Company entered into a property option agreement with a private company for an option to earn 

an 80% interest in the Atlantis lithium property.  

 

The private company or its successor or assignee will have the option to earn an 80% interest in Atlantis by making 

payments of cash and common shares to the Company, by incurring exploration and evaluation expenditures on the 

property and by meeting certain other conditions, as follows: 

 

 US$48,050 (CAD$64,036) to reimburse the Company for all its expenditures incurred related to the acquisition 

of the Atlantis property (paid);  

 

 $100,000 on receipt of satisfactory evidence of the recording of additional claims staked by the Company at 

Atlantis (paid);  

 

 US$1,000,000 in exploration and evaluation expenditures on the property, consisting of US$100,000 on or 

before the first anniversary of the agreement, an additional US$250,000 on or before the second anniversary of 

the agreement and an additional US$650,000 on or before the third anniversary of the agreement;  

 

 Completion of a going public transaction (on May 6, 2016, the private company was acquired by American 

Lithium Corp (“American Lithium”), a TSX Venture Exchange listed company); 

 

 1,250,000 common shares of American Lithium issued to the Company, with 250,000 common shares issuable 

on closing (issued at a fair value of $262,500), 500,000 common shares issuable on or before March 21, 2018 

and 500,000 common shares issuable on or before March 21, 2019.  All the common shares will be subject to no 

more than a four month hold period from their date of issue.  

 

Cash and share payments received from American Lithium to June 30, 2016 were $426,536 and were allocated $71,363 to 

exploration and evaluation assets as a reduction of property acquisition costs, $10,673 to exploration and evaluation cost 

recoveries and the remaining $344,500 to option payments received. 

 

Should American Lithium not make future common share payments to the Company or not incur the required exploration 

and evaluation expenditures, the property option agreement will terminate without notice.  Any shortfalls in exploration 

expenditures in any year may be paid to the Company in cash to keep the option in good standing.  Any excess amounts 

of exploration expenditures incurred in a year can be applied to future years.  
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(h) Gemini 

 

The Company owned a 100% interest in the 247 placer claims which make up the Gemini lithium property.  These claims 

were acquired by way of staking.  Gemini is located in the Lida Valley, Esmeralda County, Nevada.   

 

On January 20, 2016, the Company entered into a letter agreement to sell a 50% interest in Gemini to Eureka Resources 

Inc. (“Eureka”).  Pursuant to the terms of the agreement, Eureka could acquire a 50% interest in Gemini by reimbursing 

the Company for 50% of Gemini's acquisition and evaluation costs which include staking, surveying, consulting, data 

acquisition and claims maintenance fees.  In addition, Eureka would issue the Company 500,000 common shares as a 

prospect fee with 300,000 shares to be issued on receipt of acceptance of the agreement by the TSX-V and an additional 

200,000 shares to be issued on the first anniversary of such acceptance.  The Company would act as the operator of 

exploration in exchange for a 10% fee on exploration expenditures.  The transaction constituted a non-arm's-length 

transaction under TSX-V policies as the companies have certain directors and officers in common.  

 
On May 4, 2016, the companies entered into an addendum to the letter agreement in which the Company acknowledged 

receipt from Eureka of 50% of the acquisition and evaluation costs.  Cash payments received from Eureka to June 30, 

2016 were $89,657 and were allocated $49,217 to exploration and evaluation assets as a reduction of property acquisition 

costs and $40,440 to exploration and evaluation cost recoveries.  

 

The companies agreed that a definitive joint venture agreement would be entered into on or before September 30, 2016, or 

such other date as may be mutually agreed to by the companies.  In the event that one of the companies divests of its 50% 

interest in Gemini, the remaining company would become the operator of exploration at Gemini by default.  

 
On June 7, 2016, the companies received TSX-V acceptance of the interim agreement and its addendum and Eureka 

issued 300,000 common shares to the Company and became the owner of a 50% interest in Gemini.  The fair value of the 

common shares was $28,500 was classified as a prospect fee.   

 

(i) Aquarius 

 

The Company owns a 100% interest in the 82 placer claims which make up the Aquarius lithium property.  These claims 

were acquired by way of staking.  Aquarius is located in the Clayton Valley, Esmeralda County, Nevada.   
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(j) Water Rights 

 

On January 25, 2016, the Company signed a letter agreement for the option to purchase water right Permit 44411 in the 

Clayton Valley, Nevada. The pre-existing water right allow for 1,770 acre/feet of water use for mining and milling per 

year.   

 
In consideration for the option to purchase the water rights, the Company agreed to pay the vendors a combination of 

cash, common shares and share purchase warrants on the following schedule:  

 

Date of Payment Cash Common Shares Share Purchase Warrants 

US$50,000 to be paid upon execution 

of a letter agreement (paid) and a 

further US$75,000 to be paid upon 

execution of a definitive agreement 

(paid)   

US$125,000 200,000 on 

execution of a 

definitive 

agreement (issued) 

           750,000 @ CDN$0.50 

           750,000 @ CDN$0.70 

           750,000 @ CDN$1.00 

Issuable on execution of a definitive 

agreement (issued) 

1st Anniversary US$150,000          250,000           n/a 

2nd Anniversary US$175,000          300,000           n/a 

3rd Anniversary US$200,000          350,000           n/a 

4th Anniversary US$300,000          400,000           n/a 

5th Anniversary US$350,000          500,000           n/a 

Total US$1,300,000       2,000,000      2,250,000 

 

On March 16, 2016, the Company entered into a definitive water rights purchase agreement.  On March 29, 2016, the 

Company received TSX-V acceptance of the agreement. 

 

On March 30, 2016, the Company issued 200,000 common shares for the initial option payment on the water rights.  The 

shares had a fair value of $36,000. 

 

On March 30, 2016, the Company issued 2,250,000 share purchase warrants with respect to the water rights purchase 

agreement as follows:   

 

 

Number 

of Warrants 

  

Exercise 

Price 

  

 

Expiry Date 

     

750,000  $0.50  March 30, 2018 

750,000  $0.70  March 30, 2019 

750,000  $1.00  March 30, 2020 

 

The fair value of the share purchase warrants was calculated as $210,000 using the Black-Scholes Option Pricing Model 

using the weighted average assumptions below. Fair value is particularly impacted by stock price volatility, determined 

using historical price data for a term equivalent to the expected life of the warrant. 

 

  
  

Risk-free interest rate  1.50% 
Expected life of warrants  3 years 
Annualized volatility  125% 

Dividend rate  0% 
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(j)   Water Rights (continued) 

 

In addition to the above, the definitive water rights purchase agreement included the following terms: 

 

- If within 10 years after the execution of the agreement, the Company sells the water rights to a third party, the 

vendor will receive 50% of the proceeds of such sale, less the amounts already paid to the vendor in cash and 

common shares, with the common shares valued by way of a 20 day volume weighted average price (the “VWAP”), 

with the VWAP to begin following the day the 4 month hold has expired for each tranche of common shares 

released.  Upon a sale of the water rights in total to a third party, the Company’s obligations under the agreement 

will terminate. 

 

- The payment of US$75,000 and 200,000 common shares made upon execution of the agreement will be refundable 

to the Company within the first year from the date of execution of the letter agreement should the Company’s ability 

to use the water rights to its fullest extent be restricted by any regulation or statute.  

 

- The Company will have the right to accelerate the timing of cash payments and common share payments to the 

vendor, at its discretion.   
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

NEVADA SUNRISE GOLD CORPORATION 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2016 

(Expressed in Canadian Dollars) 

(Unaudited – Prepared by Management) 

 

 

5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(k) Option Agreement - Advantage Lithium Corp.  

 

On June 16, 2016, the Company signed a letter of intent to grant an option to Advantage Lithium Corp. (“Advantage”) to 

earn working interests in five of its lithium exploration projects located in Esmeralda County, Nevada.  

 

Advantage will also have an option to acquire State of Nevada water right Permit 44411 by assuming the financial 

obligations related to the Company’s purchase of the permit.  

 

Terms of the Letter of Intent: 

 

Advantage will be granted an Initial Option to earn the following interests in the Jackson Wash, Clayton NE, Aquarius 

and Gemini properties as follows: 

 

 51 % of the Company’s interest in the Jackson Wash property (subject to the Jackson Wash underlying option);  

 51 % of the Company’s interest in Clayton NE property (subject to the Clayton NE underlying option);  

 51 % of the Aquarius property (subject to the Company retaining a 3 % gross overriding royalty (“GOR”) for 

divesting its interest); and  

 50 % of the Gemini property (subject to the terms of the joint venture agreement with Eureka Resources Inc. and 

to the Company retaining a 2 % GOR for divesting its interest).  

 

Initial Option Consideration: 

 

Advantage will earn its interests in the optioned properties by making the following cash and share payments to the 

company and by incurring exploration expenditures on the properties as follows: 

  

 Cash payments of $600,000, including a non-refundable payment of $100,000 due upon execution of the letter of 

intent (paid) (classified as option payments received) and an additional payment of $500,000 upon receipt of 

TSX-V acceptance of the letter of intent (paid subsequent). 

 

 Share payments of the number of Advantage common shares equal to 4.9 % of the issued and outstanding 

common shares of Advantage (issued subsequent), such percentage to be calculated on the day following the 

completion of an equity financing by Advantage totaling not less than $2,000,000.  The share payments will be 

subject to hold periods expiring as follows:  

 

25 % of the shares shall be released from the hold period on the later of the issuance date and the effective date;  

25 % of the shares shall be released on the date that is 12 months after the effective date;  

25 % of the shares shall be released on the date that is 18 months after the effective date;  

25 % of the shares shall be released on the date that is 24 months after the effective date.  

 

 Minimum exploration expenditures of $1,500,000 within 24 months of the effective date on the properties, such 

initial expenditures to include claim maintenance fees for all of the properties that are payable or become 

payable to the U.S. Bureau of Land Management and to the Esmeralda County treasurer.  

 

Subject to Advantage making all payments due to the underlying property owners, making the cash and share payments 

and completing the initial minimum exploration expenditures, Advantage will have earned its interests in the optioned 

properties.  Thereafter, Advantage will have the option to either form a joint venture with the Company in respect of the 

optioned projects or to proceed with the Second Option.  
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(k)   Option Agreement - Advantage Lithium Corp. (continued) 

 

Second Option: 

 

Once Advantage has exercised the Initial Option, it will have the right to increase its interests in the optioned properties to 

70 % interest by completing, within 48 months of the effective date, exploration expenditures of $3,000,000 (which 

includes the initial exploration expenditures).  Thereafter, the parties will form a 70/30 joint venture.  

 

Gemini Option: 

 

A definitive agreement will provide that the parties will agree to make the expenditures required to be made by the 

Company in order for it to maintain its interest in the Gemini joint venture with Eureka, with any such expenditures being 

deemed to be initial expenditures.  Provided that Advantage has made sufficient expenditures to maintain the Company’s 

interest in the Gemini joint venture, upon exercise of the Initial Option by Advantage, the Company will assign to 

Advantage the Company’s interest in the Gemini joint venture in consideration for a 2 % GOR in the same form as that 

provided by the Company to the underlying vendor in the Neptune property agreement.  

 

Neptune Option: 

 

The Company will also grant Advantage the right to earn up to a 50 % interest in the Neptune property subject to:  

 

- Resolve waiving its right to earn a further 25 % interest in the Neptune property;  

- Resolve, Advantage and the Company entering into an amending agreement to the Neptune agreement with Resolve 

on terms acceptable to all three parties;  

- Advantage incurring exploration expenditures of $700,000 on the Neptune property;  

- Advantage exercising the Initial Option.  

 

Expenditures made by Advantage on the Neptune property will be included as part of the calculation of total expenditures 

required to be made to earn its interest in all the properties.  

 

Following the expenditure of $700,000 by Advantage, a joint venture would form between Advantage (50%), Resolve 

(25%) and the Company (25%) on the terms set out in the current agreement between the Company and Resolve.  

 

Aquarius Royalty: 

 

Upon formation of a joint venture, the joint venture will grant the Company a 3 % GOR on the Aquarius property.  

 

Exploration Expenditures: 

 

Excess exploration expenditures incurred in any one period shall be credited to expenditures requirements in the 

following period.  The expenditures may be accelerated at any time at the sole option of Advantage and its interests 

acquired earlier. During the period that Advantage is incurring exploration expenditures:  

 

- Advantage shall be the operator on the properties and shall have the right to determine budgets and exploration 

programs for the purposes of completing exploration expenditures;  

 

- The Company shall be the manager of all exploration programs on the properties and will be entitled to charge a fee 

of 10 % on all exploration expenditures.  
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

(k)   Option Agreement - Advantage Lithium Corp. (continued) 

 

Underlying Payments: 

 

In order to maintain the Initial and Second Options, Advantage will assume responsibility for all government and claim 

maintenance fees and all payments required to maintain the properties and their underlying agreements in good standing.  

 

Water Rights: 

 

The Company will grant Advantage the option to acquire a 100 % interest in water right Permit 44411, exercisable for a 

period of 120 days after the later of the date that Advantage exercises the Initial Option and the date that the Nevada State 

engineer approves the application to transfer the place of use and point of diversion of the permit to the Aquarius 

property.  

 

In order to maintain the water rights option, Advantage shall:  

 

- Make all water rights cash payments required to be made after the date of the letter of intent and until the exercise of 

the water rights option;  

- Pay all legal and other costs associated with the application to transfer the place of use and point of diversion of the 

Permit;  

- Pay all legal and other costs required to maintain the Permit.  

 

In order to exercise the water rights option, Advantage shall pay the Company an amount equal to the sum of:  

 

- The water rights cash payments made by the Company prior to the grant of the water rights option;  

- The value of the water rights share payments made by the Company before the exercise of the water rights option 

(which shall be established by multiplying the number of the Company’s shares issued by the 20-day volume-

weighted average price immediately prior to the date such water rights share payments were made);  

- The legal and other costs incurred by the Company to acquire and make the application to transfer the location of the 

permit; and   

- US$200,000, payable in cash or a calculated value in common shares, at Advantage's option.  

 

After exercise of the water rights option, Advantage shall be solely responsible for making all remaining water rights cash 

payments and water rights share payments.  
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5. EXPLORATION AND EVALUATION ASSETS (cont’d...) 

 

Exploration and evaluation costs for the nine months ended June 30, 2016 and 2015 were allocated as follows: 

 

   

2016 

  

2015 

     

Golden Arrow $ 39,413 $ 260,928 

Kinsley Mountain  140,419  606,033 

Roulette  490  70,862 

Neptune  628,959  - 

Clayton NE  1,918  - 

Jackson Wash  5,980  - 

Atlantis  11,259  - 

Gemini  81,057  - 

Aquarius  25,995  - 

Clayton Valley - Water Rights  13,763  - 

 $ 949,253 $ 937,823 

 

6.  SHARE CAPITAL AND CONTRIBUTED RESERVES 

        a)  Authorized:  

 Unlimited common shares without par value 

 
b)    Issued:  

 

Nine Months Ended June 30, 2016: 

 
Private Placements 

 

On November 6, 2015, the Company issued 4,000,000 common shares pursuant to the private placement of 

4,000,000 units at $0.15 per unit for gross proceeds of $600,000.  Each unit contained one common share and one 

warrant entitling the holder to purchase an additional common share at $0.25 until November 6, 2018.  

 

In connection with the private placement, the Company paid finder’s fees of $8,288, issued 55,250 finder’s warrants 

and incurred filing and legal costs of $18,995.  Each finder's warrant entitles the holder to purchase one unit with the 

same terms as the private placement units at $0.165 until November 6, 2018. 

 

The fair value of the finders’ warrants issued was calculated as $12,708 using the Black-Scholes Option Pricing 

Model using the weighted average assumptions below. Fair value is particularly impacted by stock price volatility, 

determined using historical price data for a term equivalent to the expected life of the warrant. 

 

  
  

Risk-free interest rate  1.25% 
Expected life of warrants  3 years 
Annualized volatility  179% 

Dividend rate  0% 

Weighted average fair value per warrant  $0.23 
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6.  SHARE CAPITAL AND CONTRIBUTED RESERVES (cont’d…) 

 

b)    Issued:  

 

Nine Months Ended June 30, 2016: (cont’d) 

 

Private Placements – (cont’d) 

 

On February 24, 2016, the Company issued 1,130,000 common shares pursuant to the private placement of 1,130,000 

units at $0.18 per unit for gross proceeds of $203,400.  Each unit contained one common share and one half of one 

share purchase warrant.  Each whole warrant entitled the holder to purchase an additional common share at $0.30 

until February 24, 2018.  The Company paid finder’s fees of $6,480.   

 

On March 18, 2016, the Company issued 1,135,833 common shares pursuant to the private placement of 1,135,833 

units at $0.18 per unit for gross proceeds of $204,450.  Each unit contained one common share and one half of one 

share purchase warrant.  Each whole warrant entitled the holder to purchase an additional common share at $0.30 

until September 18, 2017.     

 

In connection with the private placement, the Company paid finder’s fees of $7,457 and issued 41,430 finder’s 

warrants.  Each finder's warrant entitles the holder to purchase one unit with the same terms as the private placement 

units at $0.18 until September 18, 2017. 

 

The fair value of the finders’ warrants issued was calculated as $3,729 using the Black-Scholes Option Pricing Model 

using the weighted average assumptions below. Fair value is particularly impacted by stock price volatility, 

determined using historical price data for a term equivalent to the expected life of the warrant. 

 

  
  

Risk-free interest rate  1.00% 
Expected life of warrants  1.5 years 
Annualized volatility  95% 

Dividend rate  0% 

Weighted average fair value per warrant  $0.09 

 

On April 20, 2016, the Company issued 1,664,166 common shares pursuant to the private placement of 1,664,166 

units at $0.18 per unit for gross proceeds of $299,550.  Each unit contained one common share and one-half of one 

share purchase warrant with each whole warrant entitling the holder to purchase an additional common share at $0.30 

until October 20, 2017.  In connection with the private placement, the Company paid finder’s fees of $5,400 and 

issued 30,000 finder’s warrants.  Each finder's warrant entitles the holder to purchase one unit with the same terms as 

the private placement units at $0.18 until October 20, 2017. 

 

The fair value of the finders’ warrants issued was calculated as $3,300 using the Black-Scholes Option Pricing Model 

using the weighted average assumptions below. Fair value is particularly impacted by stock price volatility, 

determined using historical price data for a term equivalent to the expected life of the warrant. 

 

  
  

Risk-free interest rate  1.00% 
Expected life of warrants  1.5 years 
Annualized volatility  90% 

Dividend rate  0% 

Weighted average fair value per warrant  $0.11 
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6.  SHARE CAPITAL AND CONTRIBUTED RESERVES (cont’d…) 

 

b)    Issued:  

 

Nine Months Ended June 30, 2016: (cont’d) 

 

Private Placements – (cont’d) 

 

On June 16, 2016, the Company issued 2,500,000 common shares pursuant to the private placement of 2,500,000 

units at $0.20 per unit for gross proceeds of $500,000.  Each unit contained one common share and one share 

purchase warrant entitling the holder to purchase an additional common share at $0.32 until June 16, 2018.   

 

Warrants Exercised 

 

During the nine months ended June 30, 2016, the Company issued 2,650,000 common shares at $0.15 per share 

pursuant to the exercise of 2,650,000 share purchase warrants for proceeds of $397,500. 

 

During the nine months ended June 30, 2016, the Company issued 100,000 common shares at $0.25 per share 

pursuant to the exercise of 100,000 share purchase warrants for proceeds of $25,000. 

 

Options Exercised 

 

During the nine months ended June 30, 2016, the Company issued 100,000 common shares at $0.17 per share 

pursuant to the exercise of 100,000 stock options for proceeds of $17,000. 

 

During the nine months ended June 30, 2016, the Company issued 100,000 common shares at $0.175 per share 

pursuant to the exercise of 100,000 stock options for proceeds of $17,500. 

 

During the nine months ended June 30, 2016, the Company issued 30,000 common shares at $0.22 per share pursuant 

to the exercise of 30,000 stock options for proceeds of $6,600. 

 

Finder’s Warrants Exercised 

 

On October 27, 2015, the Company issued 294,000 common shares and 294,000 share purchase warrants exercisable 

at $0.15 until January 10, 2016 pursuant to the exercise of 294,000 finder’s warrants at $0.10 per warrant for 

proceeds of $29,400. 

 
Neptune 

 

On October 21, 2015, the Company issued 200,000 common shares as a property option payment on the Neptune 

lithium property.  The shares had a fair value of $47,000. 

 

Clayton NE 

 

On December 16, 2015, the Company issued 100,000 common shares as a property option payment on the Clayton 

NE lithium property.  The shares had a fair value of $18,000. 

 

Jackson Wash 

 

On January 8, 2016, the Company issued 100,000 common shares as a property option payment on the Jackson Wash 

lithium property.  The shares had a fair value of $19,000. 
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6.  SHARE CAPITAL AND CONTRIBUTED RESERVES (cont’d…) 

 

b)    Issued:  

 

Nine Months Ended June 30, 2016: (cont’d) 

 

Atlantis 

 

On February 26, 2016, the Company issued 100,000 common shares as a property option payment on the Atlantis 

lithium property.  The shares had a fair value of $18,000. 

 

Clayton Valley Water Rights 

 

On March 30, 2016, the Company issued 200,000 common shares for the initial option payment on the Clayton 

Valley water rights.  The shares had a fair value of $36,000. 

 

Nine Months Ended June 30, 2015: 

 

Warrants Exercised 

 

The Company issued 37,500 common shares at $0.15 per share pursuant to the exercise of 37,500 share purchase 

warrants for proceeds of $5,625. 

 
c)    Finder’s Warrants:  

 

At June 30, 2016, there were 126,680 finder’s warrants outstanding entitling the holders thereof the right to purchase 

one unit comprising one common share and a share purchase warrant with exercise terms equivalent to the financings 

to which they were related, for each finder’s warrant held as follows: 

 

 

Number 

of Warrants 

  

Exercise 

Price 

  

 

Expiry Date 

     

41,430  $0.18  September 18, 2017 

55,250  $0.165  November 6, 2018 

30,000  $0.18  October 20, 2017 

  

Finder’s warrant transactions and the number of finder’s warrants outstanding are summarized as follows: 

 

  

 

 

Number 

of Warrants 

 

Weighted 

Average 

Exercise 

Price 

   

Balance at September 30, 2014  459,200 $ 0.22 

Warrants expired  (21,000)  0.90 

Balance at September 30, 2015  438,200 $ 0.18 

 Warrants exercised  (294,000)  0.10 

 Warrants expired  (144,200)  0.35 

 Warrants issued  126,680  0.17 

Balance at June 30, 2016  126,680 $ 0.17 
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6.  SHARE CAPITAL AND CONTRIBUTED RESERVES (cont’d…) 

 

d)  Warrants 

 

 Warrant transactions and the number of warrants outstanding are summarized as follows: 

 

  

 

 

Number 

of Warrants 

 

Weighted 

Average 

Exercise 

Price 

   

Balance at September 30, 2014  7,542,500 $ 0.41 

 Warrants exercised  (687,500)  0.15 

Balance at September 30, 2015  6,855,000 $ 0.28 

 Warrants exercised  (2,750,000)  0.16 

 Warrants expired  (1,894,000)  0.15 

 Warrants issued  11,008,998  0.37 

Balance at June 30, 2016  13,219,998 $ 0.40 

 
On April 1, 2015, the Company received TSX Venture Exchange approval to extend the expiry date of 1,500,000 

outstanding warrants to March 20, 2017 from March 20, 2016 and to reduce the exercise price to $0.50 from $0.55. 

 

On April 8, 2015, the Company received TSX Venture Exchange approval to extend the expiry date of 1,105,000 

outstanding warrants to May 13, 2017 from May 13, 2015 and to reduce the exercise price to $0.50 from $1.35.  The 

1,105,000  warrants are subject to an acceleration clause such that, if the closing price of the Company's common shares 

is $0.625 or greater for a period of ten consecutive trading days, the warrant-holders will have thirty days to exercise their 

warrants.  The warrants had no fair value on issuance and are determined to have no fair value on modification.  

 
At June 30, 2016, after giving effect to the above amendments, there were 13,219,998 warrants outstanding entitling the 
holders thereof the right to purchase one common share for each warrant held as follows: 

  

 
Number 

of Warrants 

  
Exercise 

Price 

  
 

Expiry Date 

1,500,000  $0.50  March 20, 2017 
1,105,000  $0.50  May 13, 2017 
567,916  $0.30  September 18, 2017 
565,000  $0.30  February 24, 2018 
750,000  $0.50  March 30, 2018 

3,900,000  $0.25  November 6, 2018 
750,000  $0.70  March 30, 2019 
750,000  $1.00  March 30, 2020 
832,082  $0.30  October 20, 2017 

2,500,000  $0.32  June 16, 2018 

 
e)  Options 
 
The Company has a stock option plan whereby it may grant options to employees, directors, officers, consultants and 
certain other service providers.  The maximum number of options that may be granted under the plan is 10% of the issued 
and outstanding common shares.  Options are exercisable for a maximum of 10 years.  The exercise price of the options is 
set in accordance with the policies of the TSX Venture Exchange. Stock options are subject to vesting requirements as 
determined by the Company’s Board of Directors.  
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6.  SHARE CAPITAL AND CONTRIBUTED RESERVES (cont’d…) 

 

e)  Options (cont’d…) 
 
The fair value of 620,000 options granted during the nine months ended June 30, 2016 was $121,000 and the fair value of 
500,000 options granted during the year ended September 30, 2015 was $134,000.  The fair value of stock options was 
calculated using the Black-Scholes Option Pricing Model using the weighted average assumptions below.  
 

 

  

 
Nine Months Ended  

June 30, 2016 
Year Ended  

September 30, 2015 

   
Risk-free interest rate  1.50%  1.70% 
Expected life of options  5 years  5 years 
Annualized volatility  153%  139% 

Dividend rate        0%          0%   
Forfeiture rate 0% 0% 
Weighted average fair value per option $0.195 $0.27 

 
Stock option transactions and the number of stock options outstanding are summarized as follows: 
 

 
 

 
 
 

Number 
of Options 

 
Weighted 
Average 
Exercise 

Price 

   
Balance at September 30, 2014 1,787,500 $ 0.88 

Options granted 500,000  0.30 

 Options expired (47,500)  2.20 

Balance at September 30, 2015 2,240,000 $ 0.36 

Options cancelled (30,000)  0.22 

Options exercised (230,000)  0.18 

Options granted 620,000  0.20 

Balance at June 30, 2016 2,600,000 $ 0.34 

Exercisable at June 30, 2016 2,600,000 $ 0.34 

  
On May 19, 2015, after having received disinterested shareholder approval and TSX Venture Exchange approval, the 
Company approved the re-pricing of 1,010,000 outstanding stock options granted during the period from July 30, 2010 to 
May 20, 2014 to an exercise price of $0.50 per share from exercise prices ranging from $1.05 to $2.50 per share. 
 
The fair value of the 1,010,000 options re-priced on May 19, 2015 was $30,932.  The fair value of stock options re-priced 
was calculated using the Black-Scholes Option Pricing Model using the weighted average assumptions below. Fair value 
is particularly impacted stock price volatility determined using historical price data for a term equivalent to the expected 
life of the option. 

 
  
Risk-free interest rate  1.69% 
Expected life of options  3.27 years 
Annualized volatility  159% 

Dividend rate        0%   
Forfeiture rate 0% 
Weighted average fair value per option $0.03 
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6.           SHARE CAPITAL AND CONTRIBUTED RESERVES (cont’d…) 

e)  Options (cont’d…) 
 
At June 30, 2016, after giving effect to the above re-pricing, there were 2,600,000 options outstanding entitling the 
holders thereof the right to purchase one common share for each option held as follows: 
 

 
 

 

 

 

  

 

 

 

 

 

 

 

 

 

  

  

 The weighted average remaining life of the outstanding stock options is 2.97 years. 

 

7. SEGMENTED INFORMATION 
 

The Company operates in one reportable operating segment, being the exploration and evaluation of exploration and 

evaluation assets in Nevada, USA.  All of the Company’s equipment and exploration and evaluation assets are located in 

the United States. 

 

8. MARKETABLE SECURITIES 

At June 30, 2016, the Company’s marketable securities had a market value of $271,500 (September 30, 2015 – $Nil).   

 

 Number of Shares  June 30,  

2016 

    

American Lithium Corp. 250,000 $ 217,500 

Eureka Resources Inc. 300,000  27,000 

Resolve Ventures Inc. 200,000  27,000 

  $ 271,500 

 

During the three months ended June 30, 2016, the Company recorded an unrealized loss on its marketable securities of 

$69,500 (2015 – $Nil). 

 

  

 

Number 

of Shares 

  

Exercise 

Price 

    

 

Expiry Date 

       

70,000  $0.50    March 13, 2017 

120,000  $0.50    May 10, 2017 

130,000  $0.50    December 4, 2017 

50,000  $0.50    August 29, 2018 

10,000  $0.50    October 28, 2018 

710,000  $0.19    January 30, 2019 

650,000  $0.50    May 20, 2019 

200,000  $0.50    October 8, 2019 

100,000  $0.17    September 10, 2020 

460,000  $0.22    November 23, 2020 

100,000  $0.185    February 8, 2021 
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9.  RELATED PARTY TRANSACTIONS 

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

executing the activities of the Company.  The Company has determined that its key management personnel consist of its 

Chief Executive Officer, Chief Financial Officer and Corporate Secretary.  

 

 Remuneration attributed to key management personnel or companies controlled by key management personnel during the 

nine months ended June 30, 2016 and 2015 is summarized as follows: 

 

   

2016 

  

2015 

     

Accounting fees $ 34,200 $ 27,000 

Management fees and salaries  116,520  88,200 

Share-based payments  32,000  11,132 

 $ 182,720 $ 126,332 

 

 The Company incurred the following charges by directors of the Company and by a law firm in which a director of the 

Company is a partner during the nine months ended June 30, 2016 and 2015: 

 

   

2016 

  

2015 

     

Directors’ fees $ 36,000 $ 36,000 

Legal  65,592  23,938 

Legal – share issue costs  13,673  - 

Share-based payments  48,000  104,841 

 $ 163,265 $ 164,779 

 

At June 30, 2016, due to related parties includes $25,030 for fees and expenses (September 30, 2015: $24,203) due to 

directors of the Company and to a law firm in which a director of the Company is a partner.  The amounts due to related 

parties are unsecured, non-interest bearing and have no fixed terms of repayment. 
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10. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

 

Investing and financing activities that do not have a direct impact on current cash flows are excluded from the statements 

of cash flows.  The following transactions have been excluded from the statements of cash flows: 

 

During the nine months ended June 30, 2016: 

 

- The Company issued 126,680 finder’s warrants with a fair value of $19,737 pursuant to finder’s fee agreements 

related to private placements. 

 

- The Company reclassified $26,460 from contributed reserves to share capital representing the fair value of 294,000 

finder’s warrants exercised. 

 

- The Company reclassified $38,000 from contributed reserves to share capital representing the fair value of 230,000 

stock options exercised. 

 

- The Company had $33,318 in accounts payable and accrued liabilities related to exploration and evaluation assets. 

 

- The Company issued 700,000 common shares with a fair value of $138,000 for exploration and evaluation assets. 

 

- The Company issued 2,250,000 warrants with a fair value of $210,000 for exploration and evaluation assets. 

 

11. COMMITMENT 

 

The Company is committed to the payment of office rent of $2,525 per month until August 31, 2016 pursuant to a 

sublease agreement.  The Company has paid a security deposit of $5,050 which is included in prepaid expenses and 

deposits at June 30, 2016. 
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12. SUBSEQUENT EVENTS 

 

Option Agreement - Advantage Lithium Corp 

 

On August 26, 2016, the Company closed its transaction with Advantage Lithium Corp. (“Advantage”) whereby 

Advantage can earn working interests in five of the Company’s lithium exploration projects and was granted an option to 

acquire State of Nevada water right Permit 44411 (the “Permit”) by assuming the Company’s financial obligations related 

to its option to purchase the Permit. 

   
The Company received $500,000 and 2,071,447 common shares of Advantage.  The share issuance represented 4.9% of 

the issued and outstanding shares of Advantage and had a fair value of $1,139,296.  Advantage has agreed to issue 

additional common shares during the course of the option period to satisfy underlying option payments and to incur up to 

$3,000,000 in exploration expenditures in two stages in order to earn up to a 70% interest in the Jackson Wash, Clayton 

NE and Aquarius properties, and a 50% interest in the Neptune and Gemini properties.  

 
The option of the Permit and the right to earn an interest in the Neptune property will be governed by further agreements 

to be settled among the Company, Advantage, and the water right vendor (with regard to the Permit) and Resolve 

Ventures Inc. (with regard to the Neptune property). 

 

 Warrants Exercised 

 

The Company issued 100,000 common shares at $0.25 per share and 40,000 common shares at $0.30 per share pursuant 

to the exercise of 140,000 share purchase warrants for proceeds of $37,000. 

 

Finder’s Warrants Exercised 

 

The Company issued 20,475 common shares at $0.18 per share and 4,875 common shares at $0.165 per share pursuant to 

the exercise of 25,350 finder’s warrants for proceeds of $4,490. 

 

Options Exercised 

 

The Company issued 20,000 common shares at $0.19 per share and 30,000 common shares at $0.22 per share pursuant to 

the exercise of 50,000 stock options for proceeds of $10,400. 

 


